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The Scottish Economy 
Industrial Performance 
OVERVIEW 
In the f i r s t quarter of 1986 the index of 
industrial production and construction for 
Scotland recorded a f a l l of 4% compared 
with the l a s t quarter of 1985. Despite 
this the year-on-year index grew by 2.5%, 
al though much of t h i s recovery was 
associated with the ending of the miners' 
strike which had depressed both Scott ish 
and UK output growth. 
The corresponding UK index increased by 
0.2? from the fourth quarter of 1985 to 
the f i r s t quarter 1986, and the year-on-
year growth was 4.1%. 
Most of the fal l in the Scottish index for 
the quarter was accounted for by the 5.5% 
drop in manufacturing industry output, 
with the metal manufacture (-21%), metal 
goods (-15%), t e x t i l e s (-12%) and 
electrical and instrument engineering 
(-11%) s e c t o r s c o n t r i b u t i n g most 
heavily to the fall-off. 
!NDEX OF PRODUCTION a. CONSTRUCT! ON FOP SCOTLAND 
< iS-aa-iae) 
m - i 
10Q -
l°?d 1979 (7*0 i9di :?3<; 1963 ;964 1P9S iPafi 198/ 
If the results from the Scottish Business 
Surveys in April, July and October are any 
indication, there will be l i t t l e recovery 
in the output index when figures are 
re leased for the second and t h i r d 
quarters. Over the l as t few Surveys the 
t rend in optimism about the genera l 
business s i t ua t i on has been s t e a d i l y 
downwards in manufacturing, construction, 
wholesaling and r e t a i l i n g . 
Much (but c e r t a i n l y not a l l ) of the 
"pessimism" displayed in both the Scottish 
Business Survey and CBI Industrial Trends 
Survey can be la id at the door of the 
collapse in o i l pr ices . As i s shown 
elsewhere in this Commentary (see oil and 
gas section and the feature article) this 
source of pessimism is well-founded. As 
the oi l price continues to f luctuate a t 
around $15, the employment losses over the 
next two years a t the top range of the 
forecast ie 33,000, become more and more 
l i k e l y . The importance of the o i l 
industry to Scotland, as one of the few 
relatively buoyant sectors in the economy, 
suggests that i t would be to the economy's 
strong advantage if government action were 
taken to support moderately higher and 
stable o i l pr ices , eg around $20, or to 
make s igni f icant changes to the f i sca l 
regime applied to the North Sea. 
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BUSINESS SURVEYS 
With the inauguration of the quarterly 
Scottish Business Survey (SBS) in October 
1984 there are now two regular up-to-date 
indicators of trends in the Scott ish 
indust r ia l sector. The combination of 
the new survey and the long-standing CBI 
Industrial Trends Survey provides a 
comprehensive assessment of trends in 
Scottish industry. The two data sources 
are essentially complementary, but there 
are important differences between them. 
While the CBI Survey provides information 
on trends by size of firm, the Scottish 
Business Survey provides a geographical 
breakdown of responses. Equally, the CBI 
p r o v i d e s i n f o r m a t i o n on s e c t o r a l 
employment t r e n d s , while the SBS 
dist inguishes between male and female 
employment, and in some sectors between 
full- and part-timers. In addition, the 
number of respondents to the SBS i s well 
over twice that of the Scottish section of 
the CBI survey. Responses are elicited not 
only from m a n u f a c t u r i n g but a l s o 
construction, d is t r ibut ion and financial 
i n s t i t u t i ons . The r e su l t s from the new 
SBS are therefore capable of a greater 
degree of disaggregation than those from 
the CBI. 
Since the l a s t SBS and CBI surveys 
sterling has weakened considerably. Over 
the period from July to October the 
effective exchange ra te f e l l by 9.7%. A 
more modest f a l l of 5.8% was recorded 
aga ins t the US d o l l a r , but s t e r l i n g 
depreciated by an unprecedented 13.5? 
against the deutschmark. Recently, 
s te r l ing has regained some of t h i s lo s t 
ground but this development, together with 
recent increases in in t e res t r a t e s , have 
occurred a f t e r the survey pe r iods . 
Nonetheless, respondents w i l l probably 
have been aware of the mounting pressure 
for interest rate rises. 
THE SCOTTISH BUSINESS SURVEY 
Business optimism in Scotland remains 
depressed. Whilst the recently observed 
weakening of optimism has shown signs of 
abatement i t remains the case that a 
s ignif icant balance of respondents are 
l e s s o p t i m i s t i c about t h e i r general 
business s i tua t ion than they were three 
months ago. In manufacturing,.a balance 
of 8% of respondents are less optimistic; 
in construction, a balance of 13% of 
respondents are l e s s opt imist ic and in 
wholesaling a net 15% of respondents are 
now less opt imist ic than in July. only 
in r e t a i l d i s t r i b u t i o n i s t he re any 
i n d i c a t i o n of favourable bus iness 
conditions and even here the balance of 
respondents who report increased optimism 
has fal len consistently over the past 
year. In the October 1986 survey a 
balance of 1% of respondents are more 
optimistic compared to a balance of 25% in 
October 1985. Looking behind the 
aggregate figures, those sectors which 
produce consumer goods continue to fare 
better than more traditional manufacturing 
and industrial activit ies. I t is likely 
tha t the comparative good fortune of 
consumer goods related activit ies has been 
abetted by the expansion of consumer 
credit which is now known to have occurred 
in the past twelve months. 
Respondents to the SBS in S c o t t i s h 
manufacturing continue to cite a shortfall 
of orders or sales ie . demand as the 
principal reason for depressed production 
c o n d i t i o n s . However, the same 
respondents expect an increase in both 
orders and sales in the next three months 
in the r e s t of the United Kingdom and in 
world markets. However, orders and sales 
in S c o t t i s h markets show no sign of 
picking-up. The expectation of increased 
business in world markets may in part be 
due to the depreciation of the s ter l ing 
exchange r a t e , but there i s no obvious 
explanation why there are contrasting 
expectations in regard of growth in orders 
in Scottish and rest of the United Kingdom 
markets. Whilst Scotland i s l ikely to 
have been more adversely affected by the 
downturn in o i l related ac t iv i ty , the 
effects of th i s cannot in themselves 
explain the pronounced pessimism in the 
home based, traditional manufacturing. 
Despite the prospect of an expansion in 
the output of Scottish manufacturing to 
meet increased orders in world and rest of 
the United Kingdom markets, i t would 
appear that substantial unused capacity is 
l i k e l y to r ema in . At p r e s e n t , 
respondents indicate that only about a 
half of the i r to ta l capacity i s in use. 
Only a radical expansion of business will 
make a s ignif icant impression on th is 
depressing s t a t i s t i c . I t i s hardly 
surprising, therefore, that there would 
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appear to be no prospect of net employment 
growth. Indeed, quite the reverse would 
appear to be the case with a balance of 8? 
of respondents expecting to shed labour in 
the next three months. Though losses are 
expected in both male and female jobs, the 
burden of contraction is expected to be in 
male employment in t r a d i t i o n a l 
manufacturing a c t i v i t i e s . I t would 
appear that the process of 'shaking-out' 
uncompetitive firms and a c t i v i t i e s i s a 
long and arduous one. 
The Food, Drink and Tobacco industry, 
together with Miscellaneous Manufacturing 
a c t i v i t i e s s t and a l o n e in t h e i r 
expressions of increased optimism about 
the i r general business s i tua t ion . In 
c o n t r a s t t o more t r a d i t i o n a l 
manufacturing, growth in orders and sales 
are expected by these sectors in the 
domestic Scottish market and i t may be 
that respondents have been unable to 
i so la t e favourable seasonal influences 
from other trends in forming their views 
of l i k e l y p r o s p e c t s . T h i s 
notwithstanding, there i s no indication 
that the prospective expansion of output 
in these sectors will percolate through to 
employment. 
The retrenchment which was observed in the 
Text i les , Leather and Clothing sector 
during the f i r s t two quarters of 1986 
would appear to have slowed. Despite the 
fact that a marginal 1% of respondents are 
more pessimist ic about t h e i r general 
business s i tua t ion there i s a general 
expectation of increased orders and sales. 
Capacity u t i l i s a t i o n also remains at a 
comparatively high level (82%) and i t i s 
only in the Textiles sector that there is 
any prospect of employment growth with a 
balance of 8% of respondents expecting to 
increase the numbers they employ. A 
balance of 17% of respondents in the 
Tex t i l e s ec to r r e p o r t t h a t , in the 
p r e v i o u s q u a r t e r , they i n c r e a s e d 
employment; the principal beneficiaries of 
th i s expansion being females. Taken 
together, these developments suggest that 
an end may be in sight to the recent 
difficulties experienced in the sector. 
The r e t u r n s for o ther manufacturing 
sectors (eg basic meta l , mechanical 
engineering etc) suggest that there is 
l i t t l e cause to amend the gloomy 
descript ion of prospects which has been 
c h a r a c t e r i s t i c of these in previous 
Commentaries. Though there has been some 
improvement in sales and orders, which is 
expected to be maintained in the coming 
quarter, capacity u t i l i s a t i o n remains a t 
extremely low levels and job losses are 
continuing. Any investment which i s 
occurring i s e i ther with a view to the 
replacement of worn-out c a p i t a l or 
increasing efficiency. There i s l i t t l e 
or no sign of capacity expansion. 
The construction sector has been badly 
a f f e c t e d by an a c r o s s - t h e - b o a r d 
contraction in orders. Respondents in 
construction are generally pessimist ic 
about future business conditions and in 
the next quarter central government and 
private sector orders in par t icu lar are 
expected to dec l ine sharply . With 
investment intentions in other sectors of 
the economy a t a low ebb i t i s unlikely 
that a change in fortunes for the industry 
is in prospect. 
A marginal balance of 1% of respondents in 
Re t a i l i ng r e p o r t t h a t they are more 
opt imis t ic about the i r general business 
s i tua t ion . Sales volumes have and are 
expected to increase but unfortunately 
this growth has been insufficient to stem 
the decline in retai l employment. There 
i s again evidence in t h i s q u a r t e r ' s 
r e t u r n s of a s h i f t in the na ture of 
employment from a fu l l - to a part- t ime 
basis. 
The picture in Wholesaling i s l i t t l e 
different to that reported in July. A 
large balance of respondents (15%) are 
l e s s o p t i m i s t i c about t h e i r general 
business s i tua t ion but there i s now some 
indication that the volume of sales may 
increase in the next quarter. As before, 
however, job losses are reported and the 
d r i f t toward par t - t ime employment, i s 
continuing. 
Responses of F inanc ia l I n s t i t u t i o n s 
indicate a continuing expansion of credit. 
Personal and corporate advances have grown 
dramatically in the past three months, 
though the growth in personal sector 
advances has been even more pronounced in 
previous quarters. The expected trend in 
advances over the coming quarter i s , i f 
anything, more vigorous than that which 
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has been observed previously. Corporate 
advances are dominated by the demand for 
working capi ta l and the service sectors 
are the financial i n s t i t u t i ons fas tes t 
growing source of custom. 
THE CBI SURVET 
In broad terms, the resu l t s of the CBI 
Survey endorse the conclusions reached 
from the analysis of the SBS. Business 
optimism i s reported to be low, with a 
balance of 14$ of respondents l e s s 
optimistic than they were in July. As in 
the SBS, respondents view export prospects 
more favourably, though respondents to the 
CBI survey appear to be l e s s sanguine 
about the UK market than those of the SBS. 
The surveys concur that there has and i s 
likley to be further job losses. 
An analysis of the CBI returns classified 
by the s i z e d i s t r i b u t i o n of f i rms 
indicates a broad uniformity in responses 
though on balance, firms with more than 
500 employees are more opt imist ic than 
other firms. Previously, firms in the 
smallest size class appeared to be fareing 
bes t . This r e v e r s a l i s , in p a r t , 
explained by the fact tha t larger firms 
are more dependent on export markets and 
that prospects in these markets have been 
enhanced by the f a l l in the value of the 
effective exchange rate. 
In general terms the CBI survey confirms 
that consumer goods industries are faring 
better than capital or intermediate good 
industries. Food, Drink and Tobacco and 
Other Manufacturing sectors are the most 
o p t i m i s t i c about f u t u r e b u s i n e s s 
prospects. Export prospects in the Food, 
Drink and Tobacco i n d u s t r y a r e 
particularly buoyant though growth in the 
domestic, UK market i s also expected. 
Unfor tunate ly , t h i s optimism i s not 
reflected in employment intentions. The 
familiar story of past and expected job 
losses i s suggested by the returns for the 
Food, Drink and Tobacco sector but firms 
in the Other Manufacturing sector do, on 
balance, expect to increase the numbers 
they employ in the next quarter. 
The resu l t s of the CBI survey for the 
Textiles sector are not consistent with 
those of the SBS but th i s may.be due to 
respondents being c lass i f ied differently 
in the r e s p e c t i v e surveys . Those 
respondents c lass i f ied as being in the 
Textiles sector in the CBI survey are less 
opt imis t ic about their general business 
prospects than those in the SBS and show 
no i n d i c a t i o n of expanding t h e i r 
employment. The suggestion is prompted 
t h a t Cloth ing, Leather and Footwear 
manufacturers who are grouped with 
Textiles in the SBS are classified in the 
CBI survey under the rubric of Other 
Manufacturing. This would explain the 
la t te rs ' relatively favourable showing in 
the CBI. 
In remaining s e c t o r s the CBI survey 
i n d i c a t e s a low l e v e l of optimism, 
marginal c o n t r a c t i o n s in o rders and 
output , h i s t o r i c a l l y low l e v e l s of 
capac i ty u t i l i s a t i o n and employment 
declining a t a depressingly fas t ra te . 
There i s l i t t l e i n d i c a t i o n of a 
significant improvement on these fronts in 
the next t h ree months. The only 
encouraging s t a t i s t i c to emerge from the 
CBI survey of t rad i t iona l manufacturing 
sectors i s that uni t costs have risen by 
only a small amount in the past quarter . 
There i s an expectation, however, of a 
more noticeable acceleration in prices in 
the near future. In the CBI's opinion, 
these r e s u l t s a r e almost e n t i r e l y 
a t t r ibu tab le to the 'confidence c r i s i s ' 
i n i t i a t ed by depressed conditions in the 
oi l industry. 
Primary 
AGRICULTURE 
Ministers of the GATT countries, meeting 
in Uruguay on 20 September, agreed to 
launch a new round of trade negotiations 
which i s expected to l a s t for four years. 
A g r i c u l t u r e i s on t h e a g e n d a : 
negotiations will try to l iberalise trade 
in agr icul tura l goods by reducing import 
quotas and d u t i e s and by reducing 
subsidies. The need for agreement at 
internat ional level i s indicated by the 
potential gains of co-ordinated reform, 
and by the l imited success which the 
European Community (EC) has had so far in 
controlling i t s agricultural budget. 
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In a recent study, the World Bank has 
shown tha t the world-wide liberalisation 
of agricultural protection would cause a 
marked shi f t of agricultural output away 
from industrialised countries and towards 
developing countries, as well as bringing 
about a net increase in world food prices. 
There would be a t ransfer of income away 
from farmers in industrialised countries, 
but t h i s would be more than offset by 
gains to consumers and taxpayers in those 
countries as a result of overall gains in 
economic e f f i c i e n c y . A s imula t ion 
exercise which was carried out as part of 
t he s tudy e s t i m a t e s t h a t i f t h e 
i n d u s t r i a l i s e d coun t r i e s removed a l l 
p r o t e c t i o n on t h e i r a g r i c u l t u r e 
immediately, their farmers would lose over 
$50 b i l l ion (at 1980 prices) but that 
t h e i r consumers and taxpayers would 
bene f i t by over $100 b i l l i o n . If 
developing countries liberalised their own 
agriculture at the same time, both groups 
of c o u n t r i e s would be b e t t e r off. 
Overall, the world economy would gain in 
terms of economic efficiency to the extent 
of some $40 billion. Only the centrally 
planned economies, the main beneficiaries 
of c u r r e n t p o l i c i e s , would l o s e . 
Furthermore, Roarty (in the National 
Westminster Bank Quarterly Review, 
February 1985) has detai led jus t how 
unfair Europe's Common Agricultural Policy 
is to less developed countries. A change 
in th i s policy would further improve the 
l o t of LDCs and boost t h e i r growth 
potential in the world economy. 
Attempts to reduce agricultural protection 
within the European Community have met 
with l i t t l e success so far. In each of 
the l a s t three years intervention prices 
for the main products have been restricted 
and th i s year prices were cut by 2.2% in 
real terms. Despite the milk quota 
system introduced in 1984, the EEC butter 
mountain has grown from 1.1 million tonnes 
a t the beginning of the year to 1.5 
mil l ion tonnes l a s t month. In the same 
period the skimmed milk mountain has 
doubled, and the beef mountain continues 
to grow. 
In an effor t to reduce the EC's cereal 
mountain which is in excess of 15 million 
tonnes, the UK Minister of Agriculture has 
proposed that more than 7.5 million acres 
of land should be taken out of production, 
by paying farmers £80 per acre to l e t 
the i r land l i e fallow. The problems of 
balancing supply and demand in the EC are 
l ikely to be further exacerbated by the 
prospect of s i g n i f i c a n t increases in 
yie lds , both in cereals and in dairy 
production over the next th i r teen years. 
According to a former chief agr icu l tura l 
officer at the Ministry of Agriculture, 
the average yield of barley in Bri tain 
would r i s e to 56 cwts to the acre and of 
wheat to 4 tonnes to the acre by the year 
2000. Grassland used for dairying would 
fall by almost one half while a quarter of 
the to ta l land used for farming today 
could come out of production. 
The combination of declining protection 
and increasing yields with only slowly 
growing demand for a g r i c u l t u r a l 
commodities must mean not only a reduction 
in the area of land used for farming but 
also a reduction in the number of farmers. 
Since much of Scottish farming land i s 
marginal in European terms, i t i s l ikely 
that the adjustments required of the 
i n d u s t r y in S c o t l a n d w i l l be 
disproportionately large. 
This year 's potato harvest in Scotland 
looks l ike producing double l a s t year's 
income per hectare. Only 150 thousand 
hectares were planted this year compared 
to 163 thousand las t year. In the south-
west, yields are lower than las t year but 
in the north-east they are signficantly 
be t te r . The main cause for optimism 
amongst producers i s the present price 
level of £80 - £90 per tonne. 
The sample pig census, taken on 1 August 
showed that the breeding herd in Scotland 
had fallen by over 6% since August 1985. 
FISHING 
The l a t e s t f i gu re s published by the 
Department of Agriculture and Fisheries 
for Scotland show tha t the value of fish 
landings in Scotland by UK vessels in the 
f i r s t seven months of 1986 was £121.3 
million. This was 4% above the figure 
for the corresponding period in 1985. 
The major part of t h i s increase in value 
can be attributed to higher prices as the 
t o t a l q u a n t i t y of l a n d i n g s , 252,000 
tonnes, shows an increase of only 3,000 
tonnes (1.2%). Landings of demersal 
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species account for 76? of to t a l value 
with cod (at 20*) and haddock (at 32%) the 
most prominent types in t h i s category. 
Cod landings f e l l in volume terms by 27% 
although an increase in average price, by 
about 22%, means an overall fall in value 
of 12%. This was accompanied by an 
increase in Haddock volume of 25% and an 
increase in value of 17%. 
Amongst the pelagic species (6% of to t a l 
value) herring landings increased by 25% 
in value to £5.1 mil l ion due to a 55% 
increase in the volume. There was also a 
substantial increase in the value of 
shel l f i sh landings (which make up the 
remaining 18% of t o t a l value), up 10% to 
£22 m i l l i o n , wi th a 11% i n c r e a s e in 
average prices. 
In October, the Dounreay enquiry heard 
evidence tha t the future of North Sea 
fishing may be jeopardised if Dounreay is 
chosen as the s i t e for a nuclear fuel 
reprocessing plant. The danger could 
come from the effects on public demand for 
fish from the area even i f radioactive 
emission was kept below recommended 
limits. Further, more severe damage would 
be caused by unforeseen accidents on 
reports of inadvertent leakages such as 
those which seem to have haunted the 
S e l l a f i e l d reprocess ing p l an t . An 
objection to the project has been lodged 
by the Scott ish Fisherman's Federation, 
which i s unsurprising given that the North 
Sea provides fishing for around 1,000 
Scottish vessels employing 5,300 fisherman 
and accounts for approximately two thirds 
of the total value of Scottish catches. 
I t was r e c e n t l y announced t h a t the 
National Farmers' Union of Scotland had 
failed in an attempt to gain concessions 
on fish farm rents for Western Isles fish 
farmers from the Crown Estate commission. 
The new rent, due to come into effect from 
January 1987, has been set a t £50 per 
tonne of fish produced with a special 
concession of £45 per tonne for those 
farms with an annual production of 50 
tonnes or l e s s . This lower ra te w i l l 
apply to 66% of the total of 128 si tes now 
in production. The Crown Estate argues 
that these leve ls represent the minimum 
feasible rents they can charge and one 
which fully reflects the industry's use of 
resources. In future, rents w i l l be 
adjusted annually taking account of the 
market price of salmon. The rent structure 
includes special start-up rents which, i t 
i s claimed, will not inhibit development 
in this increasingly important sector. 
The growing importance of fish farming is 
acknowledged by the Highlands and Islands 
Development Board which has launched a new 
i n i t i a t i v e aimed a t maximising the 
benefits of salmon farming which accrue to 
the Highlands and Islands area. The 
i n i t i a t i v e wi l l provide l inks between 
farmers and processors with a range of 
p ro fe s s iona l s e r v i c e s fo r p r o d u c t 
development. These s e r v i c e s could 
include market r e sea rch , t e c h n i c a l 
research and development, production 
development, packaging design and 
marketing. There may also be financial 
help towards the cost of such professional 
advice. 
Construction 
The various indicators of performance in 
the construction sector combine to produce 
an overall air of pessimism. The index of 
construction for Scotland stood at 92.5 in 
the first quarter of 1986 (1980=100). 
This represents a fall of 1.7 from the 
final quarter of 1985, and is 0.1 lower 
than the corresponding quarter last year. 
CONSTRUCITON OUTPUT 
<i98a=iee> 
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According to the l a t e s t figures from the 
Department of the Environment, the value 
of c o n t r a c t s obtained by bui ld ing 
contractors in the second quarter of the 
year was £332.14m, a f a l l of 12.4% on the 
corresponding period in 1985, and 7.6% 
down on the f i r s t quarter of 1986. Both 
private and public sector new orders fel l , 
but within both sectors a similar pattern 
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was evident; a considerable expansion in 
house building more than offset by a 
decline in orders received by other parts 
of the industry. 
At £31.28m new public sector housing 
orders were almost three times the level 
of the f i r s t quarter of the year, the 
highest quar ter ly figure recorded since 
1983. However, the non-housing public 
sector declined sharply, from £139m to 
£99.7m. Not surpris ingly, much of the 
f a l l came from a lack of orders from the 
oi l industry as the f a l l in the price of 
oi l began to have an effect , but new 
orders in water and sewerage and in health 
also declined sharply. The private sector 
also experienced a surge in new housing 
contracts , up fully 40% on the f i r s t 
quarter to £107m. Non-housing private 
sector new orders displayed a f a l l of 
s imilar magnitude to their public sector 
counterparts, fa l l ing from £130.7m to 
£94.1m. The i n d u s t r i a l s ec to r was 
responsible for the major par t of t h i s 
f a l l in orders, presumably also to some 
extent a r e su l t of the fa l l ing price of 
oil . I t is worth noting that the Scottish 
experience has been once again at odds 
with that of England and Wales. For Great 
B r i t a i n as a whole t o t a l new orde r s 
received by the construction industry rose 
by 12.5% in the second quarter of 1986. 
The r e s u l t s of the l a t e s t S c o t t i s h 
Business Survey serve only to enhance the 
feeling of gloom. The Survey deals with 
actual trends for the three months to the 
end of September, and expected trends for 
the quarter t i l l the end of the year. The 
fal l in the volume of new orders which was 
anticipated in the previous quarter has 
indeed occurred , but has been more 
pronounced than expected. This i s most 
marked in orders from central government 
where only 5% of firms experienced a rise 
in orders during the third quarter. Given 
that orders from the private sector have 
been rather more buoyant than from the 
public sector of l a t e , i t i s of some 
concern that nearly half the firms which 
replied to the survey expected a f a l l in 
the level of orders from th i s source 
before the end of the year, with very few 
expecting a r i s e . The prospects for 
employment in construction are equally 
bleak. Nearly 60% of the surveyed firms 
had shed labour during the three months to 
September, and 44% expected to do so again 
before the end of the year . In the 
Aberdeen area these figures were as high 
as three-quarters of al l respondents, with 
equal ly poor p rospec t s for work in 
progress. 
Energy 
OIL AND GAS 
Following the August agreement in Geneva, 
OPEC members, at least in aggregate terms, 
appear to have broadly achieved the i r 
t a r g e t crude product ion cu t s during 
September and early October. Analysts 
estimate that average OPEC production over 
this period was slightly below the ceiling 
of 16.8 mil l ion barre ls per day (mbpd), 
and considerably below the 20mbpd produced 
by the ca r t e l in August. With the help 
of 'sympathy1 cuts from non-OPEC producers 
such as Oman, Mexico, Egypt and China, 
t h i s s ignif icant ly reduced the global 
excess of crude. The market balance was 
also helped by a r i s e in thi rd quarter 
consumption, mainly a t t r i b u t a b l e to 
higher-than-usual crude purchases by oil 
c o m p a n i e s and g o v e r n m e n t s f o r 
stockbuilding purposes. 
This movement towards supply/demand 
equilibrium has undoubtedly brought some 
firming of crude pr ices , with North Sea 
crude generally trading a t $14-15pb in 
recent weeks (although forward markets for 
Brent crude are indicating prices of just 
over $13pb in December). However, the 
current level, and stabili ty, of the crude 
price is precarious in spite of a renewed 
OPEC agreement in October to sustain 
production quotas t i l l the end of the 
year. The market fears that OPEC members 
wi l l exceed production ta rge ts e i ther 
overtly or (more probably) covertly and 
there is also some concern that the normal 
increase in demand during the winter will 
be met from the large stocks bu i l t up 
during the summer rather than contemporary 
production. Thus, market nervousness i s 
such that even the rumour that some OPEC 
members might be exceeding production 
targets was suff ic ient to cause Brent 
crude price to f a l l to $13.25pb in mid-
September. 
Although the UK government is not a party 
to any agreements to cut production, North 
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Sea oil output did in fact fall in August, 
by 1.25% compared with July according to 
the Royal Bank/Radio Scotland index. 
However, the firming of o i l prices and 
currency fluctuations meant tha t average 
daily value of production actually rose by 
£7 million in August to £24 million. 
Low oi l p r ices , unless leading to d i rect 
government intervention, will only have a 
small impact on crude oil production from 
e x i s t i n g North Sea f i e l d s s ince the 
marginal costs of maintaining production 
are much lower than the to ta l costs of 
br inging such f i e l d s onstream. For 
example, a study by the Wood, MacKenzie 
ea r l i e r t h i s year indicated tha t , at 
sustained price levels between $10-$l6pb, 
output from exist ing North Sea f ie lds 
would only fal l by 100,000bpd and that at 
any price above $17pb production would be 
maintained a t 100% of f e a s i b l e . Of 
course, the recent fal l in oil prices does 
mean a substant ia l f a l l in revenues for 
producing companies, which could lead such 
companies to seek cost savings in the i r 
operations. A well-publicised example of 
t h i s i s B r i t o i l , heavily dependent on 
crude production revenue, which recently 
announced 750 redundancies in i t s Glasgow 
and Aberdeen offices to save some £30m in 
staff costs . 
analysts are beginning to make projections 
of what the e f f e c t s on the S c o t t i s h 
economy wi l l be i f various o i l price 
'scenarios ' prevail over the next few 
years. One of the more rigorous of these 
exercises i s presented as the Feature 
Article in this Commentary. I t examines 
the employment implications to 1990 under 
two price regimes: 'Case A', in which oil 
prices are volatile between $10-$20pb t i l l 
1990, and 'Case B' where o i l p r i c e s 
gradually r i se to $25pb in 1990 from 
current l eve ls . At the present time, 
either of these scenarios seems plausible. 
The au thors a l so e s t i m a t e 'knock-on' 
effects on the Scottish economy, and come 
to the conclusion that total job losses in 
Scotland a t t r i bu tab le to the oi l price 
decline wi l l be between 21,800-38,300. 
This (admi t ted ly r a t h e r wide) range 
encompasses most other p r e d i c t i o n s , 
including those of the Offshore Supply 
Vesse l A s s o c i a t i o n and Aberdeen 
University, both of whom suggest that job 
losses wi l l be '20,000 plus' in the next 
few years. The view of the Br i t i sh 
I n s t i t u t e of Energy Economics that job 
losses could be 60,000 by 1990 seems 
unduly pessimist ic unless i t i s based on 
the (unstated) premise tha t o i l prices 
fall below $10pb and stay there, which, in 
the view of the p resen t au thor , i s 
extremely unlikely. 
However, the main negative impact of low 
o i l p r i c e s on the UK's offshore o i l -
related industry comes through the decline 
in offshore exploration and development 
ac t iv i ty . These a c t i v i t i e s are generally 
unattractive in the high cost North Sea at 
p r i c e s much below £20pb and, which, 
technically as well as economically, are 
re la t ive ly easy to postpone or abandon. 
Industry analys ts suggest t h a t t o t a l 
equ ipment e x p e n d i t u r e s on t h e UK 
Continental Shelf in 1986 may be some 
£2.3bn, 30% le s s than in 1985. 
The UK o f f s h o r e - r e l a t e d indus t ry i s 
concentrated in Scotland (at i t s peak, the 
S c o t t i s h of fshore o i l i ndus t ry i s 
estimated to have employed some 100,000 
people d i rec t ly or indi rec t ly) and hence 
the Scottish economy can expect to suffer 
disproportionately from the downturn in 
offshore ac t iv i ty . Precise figures are 
lacking, but industry sources suggest that 
at l eas t 5,000-7,000 Scottish offshore-
related jobs have already been lost in the 
presen t downturn. Also, indus t ry 
COAL AND OTHER EMEBGY 
The S c o t t i s h index of i n d u s t r i a l 
production for other energy and water 
supply climbed by one point in the f i r s t 
quarter of 1986 to 117. Overall, on the 
year, this represented a 1% decline in the 
index. In c o n t r a s t , the UK index 
increased by five points on the quarter to 
135 representing a 5% increase on the 
year. 
OTHER EN6R6T V WATER SUPPLY OUTPUT 
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A report during the las t quarter suggested 
that energy supply s t resses in the world 
economy could emerge within the next 15 
years. This could well f i r s t be f e l t in 
fa l l ing o i l reserves but, as we have 
experienced in the high oil price years of 
the 1970s and early 1980s, new reserves 
tend to emerge as the price increases 
(undoubtedly t h i s would be the case as 
current, known reserves decline). 
A more likely constraint on current energy 
pol ic ies might well be the fact that 
present uranium reserves are expected to 
l a s t for only another 38 years. Last 
year, for the f i r s t time, consumption of 
uranium in nuclear power stations (37,000 
tonnes) was g r e a t e r than product ion 
(35,000 tonnes). 
Although mothballed capacity i s s t i l l 
available and stocks are high these could 
quickly be used up if, by 1995, demand had 
risen to 55,000 tonnes as forecast . The 
answer , a c c o r d i n g t o t h e French 
Elec t r ic i ty Service, i s to move towards 
fast breeder reactors which can operate on 
reprocessed fuel and therefore deplete 
s tocks a t a much lower r a t e . The 
I n s t i t u t e of Energy, a professional body 
for energy engineers, has argued that, in 
o r d e r to p l an for energy r e s e r v e 
shortages, a more co-ordinated UK energy 
policy i s required. They suggest that a 
greater emphasis on energy saving and 
energy-efficiency would be desirable to 
th i s effect . I t i s nice to know tha t 
this Commentary does not represent a lone 
voice calling for a more unified, planned 
UK energy policy. 
In September the CEGB a t l a s t bowed to 
pressure from our European Community 
p a r t n e r s t o i n i t i a t e a f l u e gas 
desulphurisation programme on England's 
coal-fired power stations. They plan to 
equip 25% of the coal s ta t ions a t a cost 
of £600m which will mean a rise of 1.5% in 
electricity prices. 
The coal and coke index of indus t r ia l 
production for Scotland declined by 7% in 
the f i r s t quarter of 1986 from 58 to 55. 
This was in l ine with a s l ight ly smaller 
f a l l in the UK index from 81 to 80 (a 2$ 
dec rease , a f t e r taking account of 
rounding). 
A review of five p i t s in the Scott ish 
c o a l f i e l d took p lace in September. 
Unions and management quickly agreed plans 
for the loss of a t l e a s t 1,500 jobs and 
the closure of one p i t , Comrie in Fife. 
Operations at Monktonhall and Bilston Glen 
in Lothian Region are to be ra t ional ised 
into a single complex, as are those a t 
Killoch and Barony in Ayrshire. 
The speed with which the NUM acquiesced to 
a f u r t he r 21% f a l l in the S c o t t i s h 
workforce surprised some commentators but 
should rea l ly be viewed in the l i g h t of 
three complementary facts. First , given 
the Scottish coalfield's relatively high-
cost position amongst British Coal's area 
divis ions, the NUM and other unions may 
wel l have f e l t t h a t they got off 
relatively lightly in the rationalisation 
programme. This may have contributed to 
the sighs of relief from officials rather 
than the more normal reaction of opposing 
cuts a l l the way. 
Secondly, the NUM real ised tha t i t would 
be very d i f f i c u l t to oppose the proposed 
job losses i f they could not carry the 
membership with them. This would have 
been unlikely considering the extremely 
a t t r ac t i ve redundancy terms on offer. 
These terms w i l l become decidedly l ess 
a t t r ac t i ve af ter April when the s t a t e -
aided scheme i s replaced by a wholly 
industry financed one. Las t l y , the 
position of Scott ish coal in declining 
markets was one which dictated a policy of 
reductions in the highest-cost capacity 
and concentrating effor ts on p i t s and 
complexes which could meet market needs. 
The UK, at present, has an overcapacity in 
coal production. In order to maintain a 
Scottish coal presence at all the area had 
to provide more competitively priced 
s u p p l i e s t o c u s t o m e r s . The r e -
organisation of the deep mines and the 
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contribution of opencast production has 
undoubtedly gone some way to securing 
exist ing markets. However, as the 28% 
reduction in the supply contract for 
Belfast West power s ta t ion shows, the 
Scottish area faces an uphill struggle to 
make headway in markets and, subsequently, 
expand capacity and output. 
Manufacturing 
FOOD, DRINK AND TOBACCO 
COAL V COKE OUTPUT 
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Never the less , the new B r i t i s h Coal 
management team in Scotland under George 
McAlpine has shown wil l ing to f ight for 
the industry 's survival and give i t a 
real is t ic base from which to expand. The 
unions, to the i r c red i t , have given him 
the support he required to demonstrate to 
h i s Hobart House s u p e r i o r s t h a t the 
Scottish area was worthy of investment. 
That was the - r e l a t ive ly - easy part of 
his job. He must now win markets for 
Scott ish coal a t home and abroad. The 
o i l price posi t ion and the fact that 
nuclear energy will be with us for a long 
time to come makes tha t job extremely 
testing. 
The food industry 's index of production 
fe l l by one point to 103 in the f i r s t 
quarter of 1986. The size of the decline 
would have been much larger had there not 
been a substant ia l downward revision of 
the previous quarter's figures from 108 to 
104 (1980 = 100). The food industry in 
Scotland thus continues to perform roughly 
on a par with the UK as a whole. 
FOOO INDUSTRIES OUTPUT 
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By contrast , the index of production for 
drink and tobacco continues to hover 
around 74, l i t t l e changed from i t s 
position of the l a s t three years. Thus 
drink and tobacco remain, relatively, the 
most depressed of Scotland's manufacturing 
industries. 
Investment in new high technology 
equipment i s the only way to safeguard the 
Scottish industry in the long-term, more 
especially if, as Sir Robert Haslam has 
indicated, the industry i s aiming for 
privatisation within the next five years. 
Fortunately, the a i r of realism and co-
operation in the industry north of the 
border i s jus t the kind of ammunition Mr 
McAlpine needs to pr ise investment funds 
from British Coal headquarters. 
There is , however, a note of optimism from 
the September Scottish Business Survey. 
Half the firms which replied to the survey 
had experienced a r ise in orders over the 
three months to September, evenly s p l i t 
between Scott ish, UK and export orders. 
Only 7% of companies experienced a 
dec l ine . Encouragingly, the trend 
towards increased orders i s expected to 
continue un t i l the end of the year. In 
sharp contrast to the previous quar ter ' s 
r e su l t s , the number of companies which 
have revised the i r investment intentions 
downward i s exactly the same as those 
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which have performed an upward revision. 
There i s , however, considerably l e s s 
optimism regarding employment in the 
industry. Over one-third of replying 
companies shed labour in the l a s t three 
months, with only 18% increasing the i r 
labour force. The balance of anticipated 
employment over the next three months is 
downward, especially male employment. 
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In the l a s t issue of the Commentary 
developments in food dominated events. 
By c o n t r a s t , changes in the brewing 
industry have been in the forefront over 
the last three months. Although some of 
these may at f i r s t s ight appear to have 
l i t t l e in the way of a s p e c i f i c a l l y 
Scottish dimension, they are nevertheless 
worthy of comment. The f i r s t of these 
was the decision of the Monopolies and 
Mergers Commission that the £1.8bn bid by 
Elders IXL for Allied-Lyons, owners of Wm 
Teacher & Sons, was not against the public 
interest. In fact, this decision turned 
out to be l e s s important than the fact 
t h a t a lengthy i n v e s t i g a t i o n by the 
Commission took place. No sooner had 
Elders been given the green light to renew 
their bid than they announced instead the 
purchase of Courage, the UK's s i x t h 
l a rges t brewer, from Hanson Trust for 
£1.4bn. Hanson had owned Courage for 
only six months, having acquired the 
brewers as p a r t of the takeover of 
Imperial Group, the drink and tobacco 
conglomerate. The importance of Elders' 
acquisi t ion i s that Courage i s the f i r s t 
of Br i ta in ' s "big six" brewers to come 
under foreign ownership. As well as 
expanding Courage's share of the domestic 
beer market from i t s present 9%, Elders' 
p lans to appear to inc lude a major 
in ternat ional expansion of the i r brand 
names, notably Fosters Lager which has 
h i ther to been brewed under lincence by 
Watney Mann. Elders has now abandoned 
i t s attempt to gain control of All ied-
Lyons . 
Before Elders' purchase there had been 
speculation that Scottish & Newcastle 
might finally move into the major league 
of brewing by themselves making a bid for 
Courage. In the event, the S & N board 
have been content (at l eas t for the time 
being) to acquire the l i t t le-known Home 
Brewery for £120m. Home is based in the 
Nottinghamshire and Derbyshire area, where 
S & N has previously been unrepresented. 
Clearly S & N have not yet abandoned the 
strategy of buying up re la t ive ly small 
independent brewers fol lowing t h e i r 
failure to acquire the Mathew Brown group. 
After several months in which he has been 
uncharac ter i s t ica l ly s i l en t , Mr Raymond 
Miquel, formerly chief executive of Arthur 
Bel l , has returned to commercial l i f e as 
head of the Belhaven Brewing Group. Mr 
Miquel has already made i t clear that he 
sees Belhaven as a challenge, a small 
company which has had recent f inancial 
problems but which i s now r i p e for 
e x p a n s i o n , which may be of an 
in ternat ional nature. No d e t a i l s of Mr 
Miquel's plans for the company have been 
forthcoming. 
There is one piece of opt imis t ic company 
news from the food sec to r with the 
announcement by John J Lees tha t pre-tax 
profits for the half year to Septmeber had 
more than doubled to £213,000. The 
manufacturers of the famed macaroon bars 
are reaping the benefit of their £1m plant 
expansion a t Coatbridge which began in 
1983. Turnover rose by 31% in the half 
year. 
WHISKY 
Production of Scotch whisky in the second 
quarter of 1986 was 72.1m l i t r e s of pure 
a l c o h o l (LPA), up 3.5% on t h e 
corresponding figure for 1985, and fully 
10.7% ahead of second quarter production 
in 1983. 
By contrast , news on whisky exports i s 
s l ighly disappointing. Following an 
excellent f i r s t six months of 1986, whisky 
exports have now begun to falter. At the 
end of August total Scotch whisky exports 
stood at 139.6m LPA, 1% down on the 1985 
32 
figure. This figure masks substant ia l 
variations between a number of important 
export markets. For example, sales to 
the USA, the number one export market, 
continue to decline a t a steady r a t e ; a t 
the same time exports to France and Japan, 
the next two most important markets, have 
improved. The vo la t i l e Japanese market 
in p a r t i c u l a r shows s p e c t a c u l a r 
improvement, with a 25% increase in bulk 
malt sales in the f i r s t seven months of 
the year. 
TOTAL WHISKY PRODUCTION 
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In recen t yea r s the Scotch Whisky 
Association has been a consistent c r i t i c 
of and lobbyist against, discriminatory 
tax and duty payments levied on imported 
Sco t ch . R e c e n t l y , however , t he 
Association has redoubled i t s efforts and 
now appears to have a t t r a c t e d some 
powerful a l l ies . In conjunction with the 
Internat ional Federation of Wines and 
S p i r i t s Producers, the Association has 
produced a comprehensive l i s t of t a r i f f 
and non-tariff ba r r i e r s imposed by GATT 
countries, which a t l a s t appears to have 
produced more than sympathy from GATT 
i tself and from the European Commission. 
Japan in par t icu la r has come in for some 
harsh c r i t i c i s m , and the European 
Commission announced in Septmeber that i t 
intends to use alcoholic drinks as one of 
two t e s t cases ( the o ther i s video 
recorders) of Japanese wil l ingness to 
dismantle import ba r r i e r s , using GATT 
procedures. Some reply from the Japanese 
is anticipated by la te November. 
During the l a s t f if teen months major 
takeovers in the whisky industry have 
become synonymous with the name Guinness. 
However, the l a s t q u a r t e r saw the 
completion of an important merger in which 
the Anglo- I r i sh conglomerate had no 
involvement. During i t s p ro t r ac t ed 
defence against the hostile bid by Elders 
IXL, Allied-Lyons began the attempted 
takeover of Hiram Walker's wines and 
s p i r i t s division. This was of some 
importance to Scotland because Hiram 
Walker owns 10 d i s t i l l e r i e s and 
Bal lant ine 's , an important export blend. 
Having reached agreement on the deal with 
Hiram Walker the attempted takeover was 
complicated by the fact that Gulf Canada 
gained control of Hiram Walker Resources, 
c o n t r o l l e r of the wines and s p i r i t s 
d i v i s i o n , and began to b lock the 
d ives tment to Al l i ed . Eventual ly , 
however, i t was agreed that Allied should 
take a 51% stake in the Hiram Walker wines 
and spir i ts division, paying £M00m for the 
pr ivi lege, and bringing to twelve the 
total number of d is t i l le r ies controlled by 
Allied. 
This acquisi t ion w i l l have l i t t l e impact 
on Allied's UK whisky sales , where i t s 
"Teachers" blend holds 13% of the market. 
I t will, however, turn Allied into a major 
name in the i n t e r n a t i o n a l wines and 
s p i r i t s trade. As a footnote to th i s 
takeover ac t iv i ty (see Food, Drink and 
Tobacco section) the Elders IXL bid for 
Allied Lyons has now fallen by the wayside 
with the former's takeover of Courage 
breweries. 
The contrasting fortunes of different 
sectors of the Scotch whisky industry were 
sharply illustrated by two pieces of news 
announced within a few days of each other. 
Macal lan-Glenl ive t announced a 30% 
increase in pre-tax prof i t s , r i s ing to 
£610,000, for the f i r s t half of 1986. 
This improvement r e f l e c t s the s t rong 
growth in demand for single malt whisky, 
the fastest growing sector of the overall 
whisky market. Tribute must also be paid 
to the carefully-executed advertising and 
marketing campaign carried out by the 
company. By contrast , the continuing 
difficulties being experienced by the new 
f i l l i ngs end of the market were revealed 
in the announcement by Inver House 
D i s t i l l e r s that i t s grain d i s t i l l e r y a t 
Airdrie i s to close with the loss of 91 jobs. Blending and warehousing continue 
at the Airdrie si te , opened as recently as 
1965. I t can only be speculated as to 
when, if ever, whisky wil l be d i s t i l l e d 
once more in Monklands District. 
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The s e a s o n a l l y a d j u s t e d Index of 
Production for S c o t t i s h mechanical 
engineer ing f e l l by four points (5%) 
during the f i r s t quarter of 1986 to stand 
a t 77, t he same l e v e l as a yea r 
previously. Although the decline in 
mechanical engineering output i s l e s s 
marked than for the engineering and allied 
industries sector as a whole - this being 
due to the significant fal l in electrical 
and instrument engineering production -
the Scottish trend runs counter to that in 
the res t of the UK. Whereas mechanical 
engineering output in the UK has risen in 
each of the las t three quarters and stands 
a t i t s highest level since the early 
1980s, the Scott ish index has fal len in 
two of the l a s t three quar ters and now 
stands only one point above i t s a l l - t ime 
low. 
Furthermore, the prospects for the near 
future suggest a continuing deterioration 
of the industry's position. According to 
October's Scottish Business Survey, 44% of 
mechanical engineering employers are less 
optimistic about the business climate than 
they were three months ago, while only 19% 
are more op t imis t ic . On balance, both 
sales volumes and new orders f e l l in the 
three months to October with the general 
decline expected to continue over the next 
quarter, if to a somewhat l esser extent. 
The only source of optimism i s the 
prospect of a slight increase in sales and 
orders in the res t of the UK market. The 
lack of optimism in the industry combined 
with poor sales and orders performance 
leads to depressing employment prospects. 
On balance, respondents reported a fa l l in 
total employment in the October Survey but 
the most worrying feature was the fact 
that none of the firms expected the i r 
employment to rise in the final quarter of 
1986 while almost half expected a fal l in 
total employment. 
N a t i o n a l l y , t h e C o n f e d e r a t i o n of 
Shipbuilding and Engineering Unions (CSEU) 
have entered what may become lengthy 
n e g o t i a t i o n s w i th the Engineering 
Employers' Federa t ion (EEF) over a 
substant ial range of issues. I n i t i a l l y 
the CSEU had submitted a five point claim: 
( i) a 7% wage increase 
( i i ) a reduction in the working week from 
39 hours to 35 hours 
( i i i ) adult wage ra tes to be paid a t 18 
instad of 20 
( iv) an increase to six weeks annual 
holiday 
( v) an anti-racial discrimination clause 
to be wr i t ten into the national 
agreement. 
In return for these concessions the unions 
are prepared v i r t u a l l y to abandon 
t r ad i t iona l working pract ices and grant 
employers g r e a t e r con t ro l over the 
deployment of workers . The r ecen t 
p u b l i c a t i o n of the CSEU-EEF Working 
Party's report indicates that a 37.5 hours 
working week i s l ike ly in the next few 
years. However, there appear to be two 
immediate s tumbling blocks to the 
implementat ion of such an agreement. 
F i r s t , the EEF i s unwilling to sanction 
the reduction in the working week a l l a t 
the one time. Instead i t has insisted on 
a three year staged reduction of half-an-
hour per year. Secondly, i t i s l ike ly 
that many workers will be concerned that 
the variation in weekly working hours will 
lead to the end of the five day week. I t 
i s expected that a final agreement will be 
reached within five months. 
The largest of the engineering unions, the 
Amalgamated Engineering Union, has agreed 
to the ending of time-serving as the means 
of attaining skilled status for a l l crafts 
in the industry. This means tha t a l l 
craft training will be based on industry-
wide standards. The Union's decision i s 
l ike ly to have pre-empted the type of 
tes t ing , val idat ion and ce r t i f i ca t ion 
which wi l l be introduced under the two 
year Youth Training Scheme. 
Both the changes in t raining and the 
negotiations on working pract ices merely 
re f lec t , a t the industry level , much of 
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what has been occurring a t the plant and 
firm levels . For example, the Renfrew-
based Babcock Power i s now in the f i f th 
phase of i t s "programme of change". 
"Operation 85/86" i s seen by both the 
employer and the workforce as the most 
difficult section of the process to date, 
taking place against an uncertain order 
book and the introduction in September of 
a four day week for more than 2,000 of the 
2,300 employees. The workforce has 
agreed to accept multi-skilling and inter-
union flexibili ty. This means that jobs 
previously ca r r i ed out by i n d i v i d u a l 
ski l led craftsmen are now performed by 
teams of workers representing a l l of the 
s k i l l s required to perform a par t icular 
task. In return the unions obtained an 
agreement t h a t t he r e would be no 
redundancies un t i l 1987. For i t s part , 
the company i s investing £2.5m over two 
years on training the workforce for multi-
skilling. 
The net effect of the "programe of change" 
wi l l have been a reduction of 40? in unit 
c o s t s between 1979 and 1987 and a 
contraction in employment of up to 50%. 
However, in sp i t e of the firm's improved 
competitive position a large power station 
order i s required by early next year if 
l a r g e sca l e redundancies are to be 
avoided. 
The parent company, Babcock International, 
reported half-year prof i t s of £l6.3m, up 
£1m on the previous year, with fu l l year 
profits expected to be approximately £36m. 
Some analysts see the group as being 
vulnerable to a takeover bid following the 
acquisition of a 1.5? stake by the Rainbow 
Corporation of New Zealand, with GEC 
another possible predator. 
In October the Weir Group sold most of i t s 
steel foundry interests to the Sheffield-
based William Cook Group for £9.3m and 
Cook has an option to buy Weir's remaining 
a c t i v i t i e s in t h i s area after May 1987. 
The move confirms Weir's in tent ions to 
move away from, " m e t a l - b a s h i n g " , 
businesses and the resources obtained from 
the sale of the s tee l foundry business 
w i l l be used t o expand the spec i a l 
engineering products and engineer ing 
services divisions. 
During September the Weir Group lobbied 
Scott ish Tory backbenchers in order to 
poin t out the apparent anomalies in 
cu r ren t government export c redi t and 
grant-aid faci l i t ies . Weir Pumps argues 
that the present arrangements are designed 
to assist those firms which bid for pieces 
of work worth more than £20m. However, 
Weir Pumps, which obtains over two-thirds 
of i t s work d i r e c t l y from overseas 
generally tenders for contracts worth no 
more than £4m. 
The Howden Group i s expected to return 
poor p r o f i t f i g u r e s for t h i s year 
following the costly contraction of i t s 
compressor d iv i s ion , se tbacks in the 
Group's California electricity-generating 
"windpark" and, l i k e Babcock Power, 
declining power station orders. However, 
the Group's Grosvenor Tunnelling has a 
£3m order book and appears to be 
par t icular ly well-placed to receive any 
Channel Tunnel orders, there being no 
other serious competitors on this side of 
the Channel. 
Despite r ecen t concerns the London 
Business School has forecast that in 1987 
the UK market for machine tools w i l l be 
14? higher than th i s year with continued 
growth predicted over the next five years. 
Both domestic and export s a l e s are 
expected to r i s e and impor ts w i l l 
const i tu tu te a f a l l i n g propor t ion of 
domestic consumption as the effects of 
s t e r l i n g dep rec i a t i on m a t e r i a l i s e . 
However, even with strenuous growth over 
the next five ears, sales values in 1991 
will only have retained their 1979 peak. 
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The l a r g e s t f a l l in t he index of 
industrial production for e l ec t r i ca l and 
instrument engineering for many years was 
recorded in the f i r s t quarter of 1986. 
The Scottish index f e l l from 193 to 171, 
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an 11% decrease (the corresponding UK 
index f e l l by only 3% to 126). 
However, to conclude that the industry 
went i n t o a major downturn a t the 
beginning of 1986 would be premature. 
The p r e v i o u s index of i n d u s t r i a l 
production, reporting for the las t quarter 
of 1985, showed the index for that quarter 
declining by 1% to 190 compared with the 
third quarter. In the l a t e s t release 
that figure has been revised to 193, 
representing a 3% increase over the third 
quarter figure of 188. We must therefore 
await f u r t h e r output f i g u r e s before 
pronouncing on the relevance of th i s 
seemingly major setback. 
Judging from the returns to the three 
Scottish Business Surveys during 1986, the 
downward output trend in the index of 
indust r ia l production i s l ike ly to be 
short- l ived. Except for January 1986, 
when a net 40% of respondents experienced 
a decline in actual new orders for the 
three months pr ior , the experience of 
firms has been posi t ive in terms of new 
order growth. In the October Survey a 
net 16% of respondents experienced an 
increase in new orders, s l igh t ly down on 
the 19% of t h r e e months e a r l i e r . 
However, as regards the general business 
situation, a net 11% were less optimistic 
than they were three months ago. This 
makes two quarters running in which the 
balance of optimism has been "negative" ie 
a greater number of respondents, weighted 
by importance in the industry, recorded 
that they were less optimistic than those 
who recorded they were more opt imis t ic . 
The graph shows that t h i s i s the f i r s t 
time since the Scottish Business Survey 
began in October 1984 that electrical and 
electronic engineering respondents have 
displayed a balance of l e s s optimism for 
two quarters in a row. 
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Despite t h i s , a net 25% of respondents 
record that the expected trend in the 
total volume of sales in the industry will 
be up in t h e next t h r e e months . 
Likewise, for employment, the balance of 
both actual and expected trends show a 
r i s e in the Survey, + 42% and +9% 
respectively. Capacity uti l isat ion was 
reported a t 68%, a five percentage point 
increase over July's figure. 
One of the main developments reported in 
earlier Commentaries finally reached the 
agreement stage in July. Japan and the 
Uni ted S t a t e s s igned a d e a l on 
semiconductor t rade. In effect three 
main points were agreed. F i r s t , Japan 
has recognised the US semiconductor 
industry's goal of at ta ining a 20% share 
of the Japanese chip market over the next 
five years. Secondly, to faci l i ta te this 
objective the Japanese government wi l l 
assist the Americans in the marketing and 
promotions sphere. Thirdly, through the 
Japanese Ministry of International Trade 
and Industry (MITI), a price monitoring 
system was agreed whereby a "fair market 
value" for eight Japanese semiconductor 
products w i l l be set with reference to 
costs and export prices. Although there 
was t a c i t agreement to monitor Japan's 
export prices in markets other than the US 
no formal procedure was adopted. Within 
a matter of weeks the US computer and 
information systems indust r ies were in 
almost open revol t . These chip buyers 
claimed tha t memory chip pr ices from 
Japanese suppliers had increased in price 
by between two- and six-fold because of 
the "fair market values" agreed between 
MITI and US Commerce Department. In 
reply, semiconductor industry executives 
denied such massive increases and said, 
that despite some short-term fluctuations, 
imported chip prices would eventually 
set t le at around 20% above their previous 
leve l . Just who i s to be believed in 
this hotly contested issue may not become 
apparent for some time. The eventual 
conclusion to the story, if chip buyers 
are correct , i s tha t there could be an 
exodus of manufacturers from the United 
S t a t e s t o t h i r d coun t r i e s (including 
Scotland perhaps?). Meanwhile, Japanese 
chip producers could reap massive windfall 
profits which would allow them to invest 
heavily in research and development of the 
next generation of micro-processors and 
mini-super computers. If, on the other 
hand, US semiconductor producers are right 
then objections will soon die out and more 
joint manufacturing venture announcements, 
l ike that between National Semiconductor 
and NMB of Japan, will be likely to occur. 
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J u s t how the deal w i l l a f f ec t o ther 
country semi-conductor operations remains 
to be seen. Certainly, the European 
Community has made i t s feelings known on 
the issue and recommended that Japan and 
the US take six months to think again 
about the whole deal. On the face of i t , 
i t would seem possible that one of the 
biggest beneficiaries might be the South 
Korean industry but, as technology moves 
ever faster towards more sophisticated 
microchips, the opportunities for low 
cost, low quality producers decline. I t 
would be a major s u r p r i s e i f US and 
Japanese producers toge ther did not 
c o n t i n u e to domina t e the volume 
semiconductor market i n to the next 
century. 
The effects of swingeing increases in 
memory chip prices, if they were to become 
a reality, could have far reaching effects 
in the American electronics marketplace. 
Computer makers especial ly, many of the 
big manufacturers among them, are s t i l l 
suf fe r ing major hangovers from the 
downturn in the market during 1985. 
Evidence of t h i s i s to be seen in merger 
activity, restructuring of operations and 
the development of new products to gain 
keenly fought-over market share. The 
largest merger so far has been between two 
of the big five US systems manufacturers, 
Sperry and Burroughs, whereas another 
famous name, Honeywell, has been a t the 
fo re f ron t of r e s t r u c t u r i n g ac t iv i ty . 
Indeed, in September Honeywell announced a 
new world-wide j o in t venture between 
i t se l f , NEC of Japan and Groupe Bull of 
France in the hope of rev iv ing i t s 
flagging US fortunes. Confirmation of 
the venture's commencement has not yet 
been forthcoming. Both Burroughs and 
Honeywell have featured strongly in the 
development of the Scottish e lect ronics 
industry although the former recently 
announced t h e c e s s a t i o n of i t s 
manufacturing a c t i v i t i e s in Cumbernauld 
with the loss of 400 jobs. Whether or 
not the ambitious Honeywell development 
wi l l have any effect on i t s Scottish 
workforce i s d i f f i c u l t to fo resee . 
However, NEC looks set to become the major 
partner in the group and i s expected to 
supply the technology and new product 
development; leaving Honeywell and Bull to 
take care of marketing and distribution. 
The fierce competition in computer markets 
was amply demonstrated over the las t few 
months. As Amstrad launched i t s new IBM 
"clone", the PC1512, IBM itself responded 
to more established "clone-makers" by 
introducing the new PC XT 286. This 
action was jus t the f i r s t in a ser ies of 
developments planned by IBM to win back 
some of the personal computer market in 
the US (where i t s market share has dropped 
from 44% to 30%). Within days Compaq 
Computers, Sperry and Digital had a l l 
announced new systems to compete with the 
PC XT 286. IBM was also active in other 
markets; in October i t introduced a new 
medium-range computer, the 9370, and a new 
shop-floor computer for monitoring and 
controlling manufacturing operations, the 
IBM 7552. Nevertheless, in the same year 
as Honeywell has laid-off more than 4% of 
i t s US workforce, IBM plans to shed 12,000 
(5%) of i t s 242,000 employees. One 
American industry source has claimed that 
the shakeout in computer companies wi l l 
continue. Product lifetimes now average 
one- to- two yea r s and growth in the 
computer industry i s now affected by 
o v e r a l l t r a d e c y c l e s (as c a p i t a l 
expenditure on computers reaches 15% in 
the US). These factors a l l make l i f e at 
the "leading edge" more uncertain than 
ever. They also make the SDA's forecast job growth of 3,000 in the computer 
manufacturing indus t ry by 1993 look 
somewhat op t imis t ic . With predicted 
demand growth of 15% in the European 
market i t would be surprising if this did 
not lead to more intense competition from 
US suppliers who have no manufacturing 
base in Scotland. The signs from America 
are that future market shares worldwide, 
and future inward investment prizes, will 
be fought over with increasing intensity. 
One aspect of the Scottish industry in the 
news over the l a s t three months has been 
the degree of unionisation in electronics 
plants. A report published in September 
("Union Recognition in the Electronics 
Industry in Scotland", by J Maclnnes and A 
S p r o u l l , CRIDP Research Report, No 4) 
c la imed t h a t t he degree of union 
recognition in Scottish electronics firms 
was much higher than previously argued. 
The authors suggested that , according to 
their survey, seven out of ten electronics 
employees in Scotland work in factor ies 
and offices where unions are recognised. 
This i s in stark contrast , they claim, 
with estimates from other sources, such as 
the SDA and SEAD, who had estimated the 
degree of unionisation in the industry at 
around 30%. The t ruth i s , of course, 
that these varying estimates are not 
necessarily inconsistent, they are merely 
talking about and measuring different 
37 
things. The Maclnnes and Sproull report 
iden t i f i e s the extent to which, mainly 
large, electronics firms recognise unions 
not how many workers are members of 
unions. The SDA, on the other hand, 
t e n d s t o c o u n t t h e number of 
establishments which do not recognise 
unions; this i s biased in favour of small 
firms which account for a relatively small 
proportion of electronics employees. The 
actual level of union membership in the 
S c o t t i s h e l e c t r o n i c s industry i s not 
apparent from ei ther of these sources. 
However, there is l i t t l e doubt that as the 
p ropor t ion of employees in s m a l l 
indigenous firms, overseas-owned firms and 
specific areas eg semiconductors and sub-
contracting, grows then the degree of 
unionisation wi l l f a l l . Over the past 
few years these have been the growing 
sectors of the industry. Turning to firm 
news, a number of quarter-, half- and full 
year r e su l t s for Scott ish e lec t ronics 
companies were published during the las t 
three months. Rodime and Prestwick 
Holdings both had poor years. The former 
announced a pre-tax loss of £430,000 in 
the three months to June. Price cutting 
in the disc drive market was blamed for 
the poor showing although hopes were 
running high for the r e s t of the year as 
new products began to come on stream. 
Falling demand was cited as being the main 
contributor to Prestwick Holdings', the 
PCB manufacturing group, loss of £2.28m. 
Coupled with t h i s was the fact tha t the 
production prof i le required high-cost 
m u l t i - l a y e r board manufacture and 
therefore allowed l i t t l e opportunity for 
p roduc ing h i g h - m a r g i n , l o w - c o s t 
traditional PCBs. 
After i t s workforce trimming exercise 
announced in the las t Commentary, Apricot 
of Glenrothes has returned to prof i table 
trading. Flexible Technology Ltd, based 
in Rothesay, i s expanding i t s f lex ib le 
printed circuit manufacturing and process 
capabilities. The £500,000 investment is 
due largely to increasing overseas trade 
with Europe and the US, and w i l l mean an 
expansion in the workforce to 110. 
Lat t ice Logic, the Edinburgh software 
f i rm , are aiming for a l a r g e cash 
inject ion. They hope to ra ise £2.5m in 
equity capital to finance ongoing research 
projects and t h e i r breakthrough into the 
hardware s i d e . Their "Appl ica t ion 
Spec i f i c Engine" i s a desk- top IBM-
compatible work-station which will allow 
computer engineers to "draught" t he i r 
microchip circuitry on screen. This will 
speed-up the process of actual manufacture 
of new chip des igns by reducing the 
'front-end' time loss. Sales of 500 work 
stations, costing £20,000 each, are hoped 
for annually and t h i s development should 
mean an increase in the workforce from 40 
to 100. In contrast with the fortunes at 
Flexible Technology and Lat t ice Logic, 
Timex of Dundee announced a further 100 
r e d u n d a n c i e s in Sep tember . The 
production workforce is now in the region 
of 550 having stood at 4,500 in the early 
1970s, and watch assembly at the plant has 
ceased completely. 
TRANSPORT EQUIPMEHT 
The l a s t vest iges of Bri t ish Leyland's 
operation a t Bathgate were removed in 
September. One thousand two hundred 
p ieces of p l a n t and equipment were 
auctioned off amid bi t ter accusations that 
the factory had been stripped and that 
local businesses had had a less than fair 
opportunity to purchase equipment which 
might be used to save or create jobs in 
the v i c i n i t y . For anyone who has 
followed the t a le of Leyland a t Bathgate 
t h i s l a s t se t of events wi l l come as no 
surprise. 
In the most buoyant sec to r of the 
transport equipment industry in Scotland, 
aerospace, the BAe plant a t Prestwick 
con t inues to pick up orders for i t s 
Jetstream 31 aircraft. The la tes t , from 
the US airl ine Jetstream, was for 7 turbo-
props, worth £20m, with an option for 14 
more. Most of the 124 a i rc ra f t sold so 
far have gone to the US market. They are 
used, mainly, in a "shut t le" operation; 
flying passengers from outlying, minor 
a i rpor t s to a core or hub a i rpor t s in 
order to catch t r a n s - c o n t i n e n t a l or 
international flights. The scope for this 
operation in other countries i s not nearly 
as great and, as a consequence other 
markets have proved l e s s f r u i t f u l . 
Another development at the Prestwick base 
of British Aerospace is the flying college 
especially set up to train British Airways 
p i l o t s . I t has j u s t won an order to 
train BA and Saudi Arabian pilots and this 
i s expected to create 100 further jobs in 
the area. 
The troubles of the shipbuilding industry 
worldwide have been well i l l u s t r a t ed in 
recent weeks. New orders fe l l by 29.6% in 
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the f i r s t half of 1986 compared with the 
f i r s t six months of 1985, according to an 
OECD study. This follows a 33? decline 
in compensated gross tonnages experienced 
between 1983 and 1985, when new orders 
f e l l from 15m cgt t o 10m cgt. The OECD 
report shows that the worst drops in 
number of vessels ordered were in Western 
Europe where West Germany received only 68 
new orders compared with 395 in 1985, 
French figures dropped from 146 to 56, 
I t a l i an from 268 to 18 and Br i t i sh from 
279 to 45. In Br i t i sh Shipbuilders' 
Annual Report for 1985/6 i t was stated 
that orders for only 23,000 cgt had been 
forthcoming in the year compared with a 
target of 200,000. Condit ions have 
improved slightly at the start of 1986/7; 
new orders have outstripped the total for 
1985/6 already. 
Following the restructuring announcement 
by Br i t i sh Shipbuilders at the beginning 
of the summer, when 3,500 redundancies 
were announced along with the closure of 
two y a r d s , have come s i m i l a r 
rationalisation measures in Japan and West 
Germany have been announced. The 
Japanese decision, reported in the l a s t 
Commentary, to cut capacity by 20% wil l 
mean a number of closures amongst the 
country's 44 shipbuilding firms. The 
government i s p r o v i d i n g $190m to 
f a c i l i t a t e the closure of idle yards and 
aid d i v e r s i f i c a t i o n programmes by 
contributing low interest loans. In West 
Germany 3 shipyards and 9 subsidiaries of 
the Hormstory Group have gone i n to 
r e c e i v e r s h i p . This was d e s p i t e 
ra t iona l i sa t ion and amalgamation moves. 
Nevertheless, in these and other countries 
the capacity s t i l l ex i s t s to gain market 
share if and when an upturn comes. A 
d e m o n s t r a t i o n of p r i v a t e s e c t o r 
willingness to maintain capacity came in 
the form of the recent announcement by 
Trafalgar House that the £12m conversion 
contract for the container ship Atlantic 
Conveyor had gone to Greenock's Scott 
Lithgow yard. The bid made by the yard 
for the work was not the lowest but 
Trafa lgar House (pa r t owners of the 
Atlantic Conveyor) have gambled on a 
reverse of the yard ' s fo r tunes and 
demonstrated some good fa i th with the 
yard's highly ski l led workforce by their 
actions. I t i s a pity indeed that the 
state-owned industry has pruned back i t s 
operations so swiftly and ruthless ly . 
Only jus t over 10,000 people are now 
employed by BS, a f a l l of over 30,000 in 
one year (almost ent i re ly due to the 
warshipyards s e l l off). Around 40% of 
the 10,000 were employed in Scotland but 
that proportion i s set to f a l l s l ight ly 
when the latest round of redundancies are 
finally enacted. 
Indeed, i t i s the question of redundancies 
and Br i t i sh Shipbuilders' manning plans 
thereafter which have proved a stumbling 
b lock t o n e g o t i a t i o n s on pay and 
cond i t ions between management and 
shipbuilding unions. The unions claim 
that by running down the core industry 
staff as far as Br i t i sh Shipbuilders 
propose, sub-contract and self-employed 
workers wi l l have to be employed large 
numbers. Certainly th i s could prove 
rather unsatisfactory if the same men who 
r e c e i v e d redundancy payments some 
days/weeks e a r l i e r were re-employed 
a l o n g s i d e former co l l eagues . An 
a l te rna t ive might well be for Bri t ish 
Shipbuilders to consider some kind of 
"floating worker" status whereby men were 
cont inuously employed by BS but not 
necessarily at one specific yard. 
The world o i l p r i c e slump might be 
considered good news for the shipping 
industry on two counts. F i r s t , the 
demand for lower cost o i l seems set to 
rise and therefore improve the fortunes of 
the tanker market which has been in the 
doldrums for so long. As yet no real 
sign of improvement has emerged, tanker 
shipping rates remain at an al l time low, 
but demolition of la id up vessels has 
almost ceased and strong growth in new 
orders i s being signalled. Secondly, 
fa l l ing energy costs are expected to 
stimulate growth in world trade generally 
and hence feed through to shipping 
services. First signs of this happening 
may well appear in the market for second-
hand ships which was thoroughly depressed 
in 1985. On the down side, however, the 
slump in world o i l p r i ce s i s not 
particularly good news for Scottish yards 
concerned with supplying the oil industry. 
One casualty so far has been the marine 
engineering company, John Hastie. Part 
of the Vickers group, i t will close at the 
year end with the loss of 106 jobs because 
the oil industry slump has removed demand 
for i t s s p e c i a l i s t crane bui ld ing 
services. 
Negotiations are s t i l l ongoing over the 
fu ture of the Ailsa yard a t Troon. 
Interested buyers have emerged in force, 
but in many cases, thei r intent ions for 
the yard are not clear. In the meantime, 
the workforce has shrunk from 325 to 190 
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as British Shipbuilders' redundancy plans 
go ahead. In September, Aberdeen 
Shipbuilders won a £6m contract for the 
conversion, refit t ing and refurbishment of 
a P & 0 Ferry. This was intended to keep 
the 600 strong workforce in work over the 
period to early 1987 but a dispute over 
bonus payments, the f i r s t s t r ike a t the 
old Hall Russell yard for over 15 years, 
brought work to a ha l t . The only other 
order on the stocks i s the conversion of 
an o i l - r e l a t ed vessel hull but there i s 
l i t t l e scope for further work in t h i s 
area. 
The outcome of the bids for the Royal 
Dockyards at Rosyth and Devonport are 
expected to be announced a t the end of 
t h i s month. All three private groups 
bidding for Rosyth have indicated that, in 
the medium-term at least , radical changes 
to working pract ices and manning leve ls 
wi l l be enforced. Opposition to the 
sell-off continues unabated but once again 
the government looks immovable on the 
subject. 
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The la tes t index of industrial production 
figures show that output in the chemicals 
and man-made fibres industries in Scotland 
fel l by W, over the f i rs t quarter of 1986. 
The index now stands at 106 (1980 = 100) 
which represents a f a l l of eleven points 
since the beginning of 1985. Indeed 
output remains below the level recorded in 
1979 and is not helped by zero growth over 
t he four q u a r t e r s t o March 1986. 
Comparable f igures for the UK show no 
change over the f i rs t quarter of 1986 and 
only 2% growth over the year to March. 
Other indicat ions also point to the fact 
that the industry i s remaining stagnant. 
The October Scottish Business Survey, for 
example, reports that a balance of 27? of 
respondents are less optimistic about the 
general business s i tua t ion than they had 
been three months previously. To the 
question on expected volume of new orders 
over the coming three months, a balance of 
37? expect a downward trend. There is no 
expectation of sales improving over the 
same period capacity u t i l i s a t i o n remains 
low and investment in the industry shows 
no prospect of improvement in the near 
future. Most of any new investment which 
has occurred has been motivated by the 
need to improve efficiency and th i s may 
account, a t l e a s t in p a r t , for the 
expected downward trend in employment. 
Of those responding, a larage majority 
c i t e a deficiency in demand as the major 
constraint on output in the industry. 
The d i f f i c u l t i e s facing Scottish based 
firms are general to those in the UK and 
indeed throughout the world. For 
instance, ICI in view of the slump in o i l 
demand, increased competition and the 
par t icular problems in the agr icu l tura l 
chemicals market (see past Commentaries) 
has announced a major i n t e r n a l 
r e o r g a n i s a t i o n . Four d i v i s i o n s , 
petrochemicals and p l a s t i c s , f i b r e s , 
f e r t i l i s e r s and the Mond genera l 
chemicals divis ion, which accounted for 
around one third of total profits in 1985, 
are to merge. The plans, which will take 
effect from January 1987 could r e su l t in 
around 1,000 redundancies and give savings 
of more than £20 mill ion. This w i l l 
improve the competitive posit ion of the 
company in domestic and foreign markets 
and i s seen as essent ia l for long-term 
securi ty. Although ful l de t a i l s of job 
losses have yet to be given, indicat ions 
are that the proposals will have no effect 
on the employment at ICI's chemicals plant 
at Grangemouth. 
TEXTILES, LEATHER, CLOTHING AND FOOTWEAR 
After a s l i gh t downturn in the foUrth 
quarter of 1985, the index of indus t r ia l 
production f e l l sharply in the f i r s t 
quarter of 1986 to a level some 12% below 
that previous quarter . The sectoral 
index has not experienced such a steep 
f a l l since the new index was formed, and 
one wonders whether t h i s p a r t i c u l a r 
s t a t i s t i c may not be the sub jec t of 
subsequent of f ic ia l revision. I t i s 
noteworthy that the corresponding index 
for the UK moved upwards, a lbe i t by a 
single percentage point, over the same 
period. 
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Thir ty-seven f i rms in t h i s sec to r 
responded to the Scottish Business Survey 
which was conducted a t the end of 
September. The respondent firms were 
members of the Chambers of Commerce of 
Glasgow, Edinburgh, Dundee or Aberdeen, 
and the re fo re the Survey does not 
specif ical ly cover the Borders knitwear 
and woollen text i le manufacturers (unless 
they happen to be members of one of the 
said Chambers). The r e su l t s for the 
country as a whole suggested tha t there 
was no change in the s t a t e of business 
confidence in the industry as compared to 
three months previously. This concealed 
a sharp geographical difference: twice as 
many respondents in the West of Scotland 
repor ted an inc rease in optimism as 
reported a decrease. In the r e s t of the 
country , the balance of opinion was 
pessimistic. 
A s i g n i f i c a n t balance of repondents 
reported increases in new UK orders and in 
export sales over the past quarter, while 
orders and sales both at home and abroad 
were expected by a large majority of 
respondent firms to r i se over the next 
t h r ee months. Capacity u t i l i s a t i o n 
averaged 82$, while three times as many 
firms reported an increase in female 
employment over the pas t q u a r t e r as 
reported a f a l l . Male employment i s 
reported unchanged, both in prospect and 
retrospect. 
The l a s t Commentary repor ted t h a t 
agreement had been reached on the f inal 
d r a f t of the Mult i-Fibre Arrangement 
(MFA). Although this agreement i s due to 
run for seven years, there must be a 
question mark over i t s l ikely duration. 
The trade ministers of the GATT countries 
meeting in Uruguay in September agreed to 
negotiate provisions for the eventual 
return of trade in t e x t i l e s and clothing 
to basic GATT principles. 
In Tayside, Low and Bonar reported a 20$ 
r i s e in prof i t in the f i r s t half of the 
year. Their texti les division more than 
doubled i t s prof i t contribution to £1.92 
million, thanks to a greater penetration 
of the floor coverings market and growing 
exports to the US and Japan. In the same 
region the jute products firm J & D Wilkie 
announced seventy-seven redundancies , 
leaving a workforce of 300 spread amongst 
t h ree f a c t o r i e s a t Ki r r iemui r and 
Montrose. Both management and the union 
(T&GWU) blamed the redundancies on cheap 
imports from Asia. More than fifty jute 
mi l l s in Tayside have closed in the past 
sixteen years. 
In Glasgow, Baird Textiles increased 
trading prof i t s in the f i r s t half of the 
year from £4.3 million to £5.1 mill ion, 
despite l imited sales growth. Most of 
the improvement in profi t was due to 
increased investment and to reductions in 
operating costs. 
Following l a s t February's merger between 
Coats Paton and Vantona Viyella, the new 
group Coats-Viyella i s describing i tself 
as the most broadly based textile group in 
the world. I ts Chief Executive, Mr David 
Alliance has claimed that the group can 
already produce some items at a lower cost 
than any other country in the world, and 
that i t aims to turn the t ide of t e x t i l e 
imports into Bri tain. The group has, 
however, caused some concern in Scotland 
by closing a uniform factory at Penicuik 
and reducing staff in the Glasgow office 
(described as the group's "nerve-centre 
and international headquarters") from 170 
to 130. At present the group employs 
6,000 people in Scot land, 45,000 in 
Britain, and 100,000 worldwide. 
Meanwhile the unsuccessful suitor for 
Coats Patons, the knitwear combine Dawson 
I n t e r n a t i o n a l , have purchased two 
spec ia l i s t t e x t i l e firms in the United 
States; one making and marketing fashion 
shower curtains and the other making 
sportswear. 
PAPER, PRINTING AND PUBLISHING 
The latest index of industrial production 
shows that output in the paper, printing 
and publishing industries in Scotland rose 
by almost 11$ over the f i r s t quarter of 
1986. In addition, in the year previous 
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t o March 1986, a s compared w i t h t h e 
previous year, output grew by 5?. If they 
a r e a c c u r a t e , t he se f i g u r e s imply t h a t 
t h i s s e c t o r has now rega ined a l l the 
ground l o s t dur ing t h e r e c e s s i o n . The 
index now stands a t 113 (1980 = 100) which 
i s 23? above the r e c e s s i o n a r y t rough 
reached dur ing t h e e a r l y p a r t of 1983. 
Comparable f igures show tha t recovery has 
been l e s s d r a m a t i c for the UK as a whole 
with pre-recessionary output l eve l s s t i l l 
to be re -a t ta ined . 
However, r e s u l t s r e p o r t e d in the October 
Scottish Business Survey ind ica te t ha t the 
pace of recovery evident in the early par t 
of 1986, may not have been maintained. A 
ba lance of 12% of r e sponden t s in t h i s 
s e c t o r were l e s s o p t i m i s t i c about the 
g e n e r a l b u s i n e s s s i t u a t i o n than they had 
been t h r e e months p r e v i o u s l y . This i s 
undoubtedly due to an expected downturn in 
the volume of new o r d e r s , by a ba lance of 
12? of r e sponden t s . There a r e s i m i l a r 
e x p e c t a t i o n s a t t a c h e d to t r e n d s in s a l e s 
volumes and employment. On a b r i g h t e r 
n o t e , a ba lance of 49% of r e sponden t s 
r e p o r t t h a t i nves tmen t i n t e n t i o n s have 
been r e v i s e d upwards over the p a s t t h r e e 
months, the major m o t i v a t i n g f a c t o r , 
behind recent new investment keep the need 
t o i n c r e a s e e f f i c i e n c y and t o i n t roduce 
new t e c h n o l o g y . W i t h c a p a c i t y 
u t i l i s a t i o n of around 72?, the l a c k of 
o r d e r s or s a l e s i s seen as the major 
c o n s t r a i n t on ou tpu t over the next t h r e e 
months. 
The p u b l i s h e r s of the Glasgow Herald and 
Evening Times, George Outram and Co Ltd 
announced i n S e p t e m b e r a major new 
i n v e s t m e n t programme c o s t i n g £22.5 
m i l l i o n . The inves tmen t which w i l l 
r e su l t in one of the most modern newspaper 
p l a n t s i n Europe i s t o i n c l u d e t h e 
i n s t a l l a t i o n of two new colour presses and 
f a c i l i t i e s f o r s i n g l e k e y s t r o k i n g . 
Although the programme w i l l i n e v i t a b l y 
lead t o some redundanc ies in the s h o r t -
t e r m , t h e company c l a i m s t h a t i t i s 
e ssen t ia l t o secure the longer-term future 
of the concern. 
E a r l i e r i n September, management and 
unions successfully resolved the manning-
re la ted disputes a t the Aberdeen Press and 
Journal and Evening Express off ices . The 
f i r s t d i s p u t e , w h i c h . l a s t e d two weeks, 
was ove r management p l a n s f o r c o s t 
c u t t i n g , and i n v o l v e d t h i r t y - s i x 
r edundanc ies . The main union involved , 
SOGAT 82, c la imed t h a t agreed procedures 
had been ignored but around 350 employees 
returned t o work af ter being assured t ha t 
normal procedures would be observed. Two 
days l a t e r , around 160 j ou rna l i s t s went on 
s t r i k e amid c l a i m s t h a t the management 
were a t t e m p t i n g t o cu t the workforce by 
f a i l i n g t o f i l l vacanc i e s . However, on 
t h i s occas ion the d i s p u t e was s e t t l e d 
qu ick ly and p r i v a t e l y wi th no i s s u e of 
e i ther paper being l o s t . 
The l o n g s t a n d i n g d i s p u t e b e t w e e n 
j o u r n a l i s t s and management a t t he Daily 
Record and Sunday Mail was a l s o f i n a l l y 
se t t l ed a lso in September. The agreement 
a l l o w s f o r t w e n t y - t h r e e of t h e 60 
vo lun ta ry redundanc ies or ig ina l ly sought 
by management and includes a new pay award 
and changes in exis t ing working prac t ices . 
The Bishopbriggs-based p u b l i s h e r Wil l iam 
C o l l i n s announced inc reased s a l e s and 
p r o f i t s o v e r t h e f i r s t h a l f of 1986. 
P r o f i t s r o se by 8.5? and s a l e s by 13.9? 
d e s p i t e d i f f i c u l t t r a d i n g c o n d i t i o n s . 
The company a lso announced the sale of i t s 
o n e - t h i r d s t a k e i n t h e paperback books 
p u b l i s h e r , Pan. The dea l i s expected t o 
net the company around £11 mil l ion and the 
cash w i l l be used for f u r t h e r expansion. 
This i s expected to be in t h e form of 
acquis i t ion both within the UK and in the 
USA. 
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The major r e cen t development in the 
Scottish paper industry i s the prospect of 
a new £200 mil l ion paper mil l a t Irvine. 
The Irvine Development Corporation has 
given the go-ahead to proposals by the 
Finnish firm Kaukas although the firm 
themselves have s t i l l to make a f inal 
dec i s ion . If i t goes ahead, the 
construction phase w i l l l a s t around two 
years and provide up to 900 jobs. After 
completion 700 permanent jobs w i l l be 
created to produce lightweight coated 
paper using mechanical pulping processes 
and Scottish timber. 
The feasibility of a pulp mill situated in 
Glasgow i s being i nves t i ga t ed by a 
consortium tha t includes Hawker Sidley 
Power Engineering and Parson Whittemore 
Lyddon US pulp mill builder and operator. 
Powered by the burning of municipal waste, 
the mill would have an annual capacity of 
60,000 tons of pulp for the paper-making 
industry. Up to 70 permanent direct jobs 
could be created in a project estimated to 
cost £60 million. In addition, knock-on 
effects on the Scott ish forestry and 
r e l a t e d i n d u s t r i e s could p r o v i d e 
employment for another f i f ty people. A 
final decision is expected before the end 
of the year. 
Bowater indust r ies i s to se l l off the i r 
B r i t i s h paper-making i n t e r e s t s in a 
management buyout costing in the region of 
£38 million. Included in the deal is the 
Grampian-based firm Donnside Papers which 
employs 400 people and produces 55,000 
tons of coated papers annually. I t i s 
expected t h a t no redundancies w i l l 
accompany the change in ownership. 
Services 
BANKING, INSURANCE AND FINANCE 
The move to increased competition in 
financial markets continues apace. The 
f lo ta t ion of the TSB and the ending of 
minimum commissions (Big Bang) together 
with the passing of the Building Society 
Act in the las t quarter put further pieces 
of the jigsaw in place and should bring 
real benefits to the consumer. 
The s t a r t of the Big Bang has been, in 
general, more notable for the computer 
failures than for i t s consequences. The 
London Stock Exchange went for a high risk 
strategy of installing a sophisticated new 
quotation system at the same time as i t 
ended the single capacity system and 
minimum commission. The gamble does not 
appear to have come off, largely because 
of the apparently unforeseen increase in 
demand for i t s o lde r , e s t ab l i shed 
information system. I t simply has not 
been able to cope with the volume of 
requests. Computers aside, i t i s likely 
to be several months or even years before 
the consequences of Big Bang become 
apparent. At the moment both customers 
and dealers are feeling their way slowly 
as they grapple with the new technology 
but i t will not be long before much lower 
commissions from institutional deals cut 
the revenues for many s tockbrokers . 
Their hope must be that lower commissions 
and a broadening of the market, both 
i n t e r n a t i o n a l l y and t h r o u g h 
p r i v a t i s a t i o n s , i nc rease volumes to 
compensate. If t h i s increase does not 
mater ia l i se the number of players wil l 
drop sharply with both large and medium-
s i z e d b r o k e r s g r e a t l y a t r i s k . 
Experience in the US, from a reduction in 
commissions in 1975, suggests that a l l 
brokers with substantial in s t i tu t iona l 
business are at r i sk , but par t icular ly 
those that specialise in research. Many 
US brokers were only saved by the 
beginning of the long bull market. Few 
are predicting such an event in the UK. 
The poss ib i l i ty of severe casual t ies in 
the stock market also poses the generally 
ignored ques t ion of whether i t i s 
important. From a Scottish perspective 
the effects may be limited. The majority 
of S c o t t i s h s tockbrokers with t h e i r 
pr ivate c l i en t networks, low research 
output, and low overhead costs should be 
cushioned from the worst of the commission 
cuts, although the increased competition 
for p r i v a t e c l i e n t b u s i n e s s w i l l 
undoubtedly place some brokers in 
difficulties and may force more mergers in 
the near future. The Glasgow jobbers, 
brought before a wider audience as a 
result of SEAQ, may positively flourish as 
a resu l t of the changes. From a wider 
perspective i t i s unlikely that cuts in 
commission income are at a l l unwelcome. 
Stockbroking incomes and employment may 
f a l l but the e s s e n t i a l purpose of 
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stockbroking, to f a c i l i t a t e t ransact ions 
so as to improve the workings of the 
capital market and ensure that resources 
flow into the most profitable activites, 
i s unlikely to be affected. Indeed, i t 
may even be improved since t ransact ions 
may take place a t lower cost. A f a l l in 
the number of s tockbrokers i s not 
important so long as new players can 
always enter the market if, and when, 
commissions rise and profits improve. In 
the past the Stock Exchange rule book made 
i t difficult for new players, particularly 
those with in ternat ional connections, to 
join the market whils t Inland Revenue 
concessions made i t d i f f i cu l t to deal 
outside of the market. New rules have 
opened the membership of the stock markets 
to a l l and i t i s d i f f i c u l t to believe 
that, on average, charges and commissions 
wil l ever be the same again. Future 
changes such as fully automated dealing 
for small t ransact ions should further 
control costs and commissions. This can 
only be of benefit to both investors and 
the economy as a whole. 
Changes in the City have tended to 
overshadow important issues raised by the 
TSB share issue (see also the Economic 
Perspective by Bi l l Stewart inthis issue 
of the Commentary). The TSB i s a 
financial institution that has evolved as 
few others in the UK. Started in 1810 as 
a savings bank in Scotland, the original 
conception was of a bank that collected 
together the savings of the poor; savings 
that were too small to be deposited with 
the j o i n t s tock banks of the t ime . 
Depositors were expected to save un t i l 
they had accumulated a sum suff ic ient ly 
large for i t to be transferred to a bank. 
The savings banks f i l l e d a gap in 
financial markets and offered the working 
c l a s s e s s a f e t y of d e p o s i t in an 
i n s t i t u t i on organised on a mutual basis . 
They tapped a market previously neglected 
and prospered as that market increased in 
size and wealth. Changes in the market, 
the growing prosperity of the working 
classes for example, altered the needs of 
the banks' c l i en t s and slowly induced 
changes in the operations and organisation 
of the savings banks. These changes have 
progressed so far tha t , in recent years, 
the TSB has been largely indistinguishable 
from other major banks operating in the 
personal sector, except of course for i t s 
mutual s t ructure . That s t ructure was 
both a benefit and a cost. A benefit 
because i t p ro tec t ed the bank from 
takeover, enabled the management to take 
long-term decisions without worrying about 
the shareholders, and may, if some recent 
American evidence on the mutual structure 
of insurance companies i s correct , have 
improved efficiency. A cost because i t 
insulated management from the pressures of 
the market and investors and prevented 
managers from being rewarded in a way that 
j o in t stock companies have pioneered, 
linking salaries via stock options to the 
market value of the company. There can 
be l i t t l e doubt that the bank could have 
continued perfectly sa t i s fac to r i ly as a 
mutual. I t might not f i t convenient EC 
definitions but there i s no reason why i t 
should not have managed. For whatever 
reason, however, the management aimed to 
be a jo in t stock bank and the f lo ta t ion 
management engineered brought about this 
transition. I t pioneered what could be a 
new trend in UK financial markets since 
many i n s t i t u t i o n s in financial markets, 
ranging from the giant Scottish l i f e 
assurance companies such as Standard Life 
to building soc ie t i es both large and 
small, operate on the mutual pr inciple . 
Not a l l aspects of the t r ans i t ion to 
private ownership were satisfactory. I t 
i s extraordinary that the government did 
not receive the revenue from the flotation 
despite the judgement of the Law Lords 
that i t belonged to the s t a te . A ba l lo t 
of share a p p l i c a n t s hardly seems a 
s u i t a b l e way for a Government to 
distribute assets to people! A reduction 
in tax demands, the use of the proceeds to 
help the poor or even the g i f t of the 
asse ts to i t s depositors, many of them 
Scott ish, would appear to be more in 
keeping with the purposes of the founder. 
Be tha t as i t may, the f lo ta t ion i s of 
great significance since i t demonstrated 
the power of the capital markets to supply 
competitive enterprises with large amounts 
of capi ta l as well as representing a 
signficant break with t rad i t ion . The 
demutua l i s a t i on of a large financial 
institution is a rare event and could mark 
the beginning of a process in which the 
managements of other mutual i n s t i t u t i ons 
were brought into closer contact with 
the i r owners. Senior management in 
quoted financial companies are concerned 
about the impact of the i r decisions on 
shareholders in a way that the management 
of m u t u a l s r a r e l y u n d e r s t a n d . 
Shareholders do matter and influence 
decisions even if they rarely unseat the 
management. The cosy world of many 
mutuals with compliant boards and diffuse 
ownership through many small policyholders 
or share accounts might well be the better 
for the advent of more powerful owners, 
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both in s t i t u t i ona l and private, and the 
discipline of market quotation. 
Pressures to demutualise do exis t . New 
r e g u l a t i o n s governing the bui ld ing 
socie t ies wi l l come into force a t the 
beginning of 1987 and the forces that 
drove the TSB down the road to becoming a joint stock company could apply with equal 
vigour to a number of building societies. 
Some soc ie t ies may feel tha t the Act i s 
unduly restrict ive and see their future in 
other areas of financial markets. The 
impac t on c o m p e t i t i o n could be 
substant ia l . The heyday of Scottish 
f i n a n c i a l innova t ion , when S c o t t i s h 
banking led the world and pioneered such 
secur i t i es as the overdraft, was in an 
environment of f i e r c e , unregulated 
competition. More active competitors in 
f i n a n c i a l markets could br ing major 
benefits to a l l . The successful sale of 
the TSB may provide a guide and a stimulus 
to others and bring in new competitors to 
banking markets with fresh ways of looking 
at problems and different approaches to 
existing requirements. 
The consequences could be dramatic. A 
Scottish innovation, the savings banks, 
could yet turn out to be one of the most 
powerful influences on domestic financial 
markets in recent years. 
DISTRIBUTIVE TRADES 
For the second successive quarter, a 
balance (13%) of wholesaler respondents to 
the S c o t t i s h Bus ines s Survey (SBS) 
reported that sales had actually fallen 
over the preceding three months and only a 
net 3% expected any sales growth before 
the end of the year . Wholesaler 
confidence in the general t r ad ing 
s i tua t ion continued to decline overall 
during the third quarter. The experience 
of wholesalers in the UK as a whole seemed 
to be essentially similar according to the 
September CBI/FT Dis t r ibut ive Trades 
Survey which recorded a fall in wholesaler 
sales between July and August with only a 
modest recovery expected in September. 
A b a l a n c e of 15% of SBS S c o t t i s h 
wholesalers reported that total employment 
had fallen over the third quarter, with a 
very small net r i s e in p a r t - t i m e 
employment being insufficient to offset a 
more s u b s t a n t i a l f a l l in f u l l - t i m e 
employment. Further, modest, declines in 
employment were expected before the end of 
the year. 
Insufficient floorspace remained the most 
l i k e l y f a c t o r to l i m i t fu tu re s a l e s 
(reported by 15? of respondents) but, 
perhaps r e f l ec t i ng unce r t a in ty about 
s h o r t - t e r m p r o s p e c t s , i n v e s t m e n t 
intentions were s ta t ic . 
Table 1 shows the geographical pattern of 
wholesaler responses to the October SBS. 
Following a now well-established trend, 
Glasgow wholesalers enjoyed a markedly 
bet ter th i rd quarter performance than 
those in other areas. 
Table 1 Geographical response to October 
1986 SBS: Wholesaling 
Balance of respondents in: 
G E D A 
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Source: Scottish Business Survey 
In complete contrast , as respondents had 
feared in the July survey, wholesalers in 
the Aberdeen area had a dismal third 
quarter which must to a considerable 
extent reflect the effects of the downturn 
in o i l - r e l a t ed a c t i v i t i e s permeating 
throughout the local economy. 
In c o n t r a s t to the somewhat patchy 
performance in wholesaling, the country-
wide boom in retai l sales appears to have 
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continued unabated over the l a t e summer. 
The DTI r e t a i l sales index reached a 
record 122.9 in August, up 1.65% on July 
and almost 5% higher than in August 1985. 
The CBI/FT distributive trades survey for 
September confirmed that UK reta i lers had 
gene ra l ly enjoyed a good summer and 
reported that further growth was expected. 
As noted in the las t Commentary, however, 
SBS r e t a i l re turns are suggesting tha t 
Scottish re ta i le rs are experiencing good 
rather than spectacular sales growth. A 
net 19% of respondents reported third 
q u a r t e r s a l e s i n c r e a s e s , a s i m i l a r 
posi t ive balance to that in the second 
quarter , but considerably l e s s than the 
net 42% of r e t a i l e r s who had predicted 
tha t the i r sales would grow over t h i s 
period in the July survey. 
well and, in contrast to previous SBS 
f i n d i n g s bu t in accord w i t h Ju ly 
predictions, Dundee retai lers also enjoyed 
a particularly good third quarter. As in 
wholesaling, and presumably for s imilar 
reasons, the re ta i l sector in the Aberdeen 
area had an extremely d i f f i cu l t third 
quarter with sharp fal ls in both sales and 
employment. The modest performance of 
the Edinburgh r e t a i l sector between July 
and September i s disappointing since the 
city hosted the Commonwealth Games as well 
as i t s annual Festival during the period. 
The CBI/FT survey reported tha t UK motor 
trades ' sa les rose in August, with good 
sales of D registration cars leading to a 
higher-than-expected rundown of showroom 
stocks. 
For the second successive quarter , SBS 
r e t a i l e r s reported a net f a l l in t o t a l 
employment. A balance of 27% of 
respondents recorded cuts in fu l l - t ime 
employment and p a r t - t i m e employment 
reductions were noted in a net 4% of 
p a r t i c i p a t i n g f i rms . A majority of 
re tai lers expected further job reductions 
before the end of the year, suggesting 
that declining employment in t h i s sector 
may be more than a transitory phenomenon. 
Table 2 Geographical response to October 
1986 SBS: Retailing 
Balance of respondents in: 
G E D A 
% I % % 
Overall 
confidence UP +29 -56 +22 -32 
Actual sales UP +50 - 1 +60 -61 
Expected sales UP +59 -19 +21 -22 
Actual 
employment UP + 1 - 8 +16 -46 
Expected 
employment UP 0 + 7 +16 -69 
Investment 
intentions UP +33 +13 +46 +17 
Key: G = Glasgow E = Edinburgh 
D = Dundee A = Aberdeen 
TOURISM 
Arthur Guinness and Company - with i t s 
core brewing, r e t a i l i ng and health care 
interests - has decided against expansion 
into the hotels business. Following i t s 
£410 mill ion takeover of Arthur Bell , 
Guinness has acquired the Gleneagles 
Hotels Group which comprised the North 
Br i t i sh and Caledonian in Edinburgh, the 
New P i c c a d i l l y Hotel in London, and 
Gleneagles. After carefully reviewing 
the situation, Guinness has sold the North 
British, Caledonian and Piccadilly hotels 
for a to ta l of £64.5 mill ion. The sale 
in September las t of the North British and 
the Caledonian - see below - was viewed by 
Guinness as being "in the best i n t e r e s t s 
of the hote l s , Edinburgh and the tou r i s t 
industry in Scotland..." Conceivably the 
Gleneagles Hotel w i l l be integrated into 
the Guinness health care operation which 
comprises the Portman Health Group. The 
l a t t e r rea l ly got underway in 1984 with 
the acquisition of Champneys (£3 million) 
and Nature's Best Health (£2 mil l ion) . 
The former runs two health spas - at Tring 
and Stobo Castle near Peebles - while 
t h e l a t t e r i s engaged in v i t a m i n 
production. A third element of the 
Portland Group i s the Cranks' chain of 
health food restaurants, mainly s i tuated 
in London. 
Source: Scottish Business Survey 
The geographical responses to the October 
SBS are shown in Table 2. Glasgow 
retai lers continued to perform relatively 
I t i s ev ident t h a t the Gleneagles 
operation wi l l considerably enhance the 
Guinness p o r t f o l i o of heal th-re la ted 
activit ies. The five-star hotel already 
has supporting i t a world famous golf 
course and a country club (with swimming 
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pool, squash courts, gymnasium, hot tubs, 
b i l l i a r d s e tc ) , and there are plans for a 
prestigious equestrian training centre. 
Norfolk C a p i t a l - a h o t e l s group 
originally started by Sir Maxwell Joseph, 
the founder of Grand Metropolitan - is the 
new owner of the Caledonian and North 
British hotels. The former was acquired 
for a t o t a l cons ide ra t ion of £18.5 
million. Built in 1904 this 254 bedroom 
u n i t i s Edinburgh's premier h o t e l , 
fol lowing a r ecen t ly completed £1.5 
mill ion upgrading, has now achieved a 
five-star and AA rating. Turnover in the 
14 month period to 22/2/86 amounted to £7 
million, but trade since has suffered as a 
r e s u l t of a sharp drop in US custom. 
Norfolk Capi ta l in tend to carry out 
further improvements over the next year at 
a cost of £3 mil l ion. The company wi l l 
clearly be enthusiastic supporters of the 
proposed Internat ional Conference Centre 
which has been earmarked for a s i t e 
adjacent to the Caledonian. The four 
s t a r North B r i t i s h has been sold to 
Norfolk C a p i t a l as a £5 m i l l i o n 
development project. Agreement has been 
reached with property developers for the 
h o t e l ' s redevelopment as p a r t of a 
hotels/shopping centre complex. 
Guinness considered that the Caledonian 
and North Br i t i sh were bet ter off being 
operated by "a hotel group with national 
coverage". Norfolk Capi ta l i s a 
smallish, independent hotel chain which 
was operating nine uni ts (749 bedrooms) 
prior to making i t s recent move north of 
t h e b o r d e r . The new S c o t t i s h 
acquisi t ions r e f l e c t i t s p o l i c i e s of 
concentrating on up-market hotels situated 
in p r i n c i p a l popula t ion /conference 
centres. 
Taking Scotland as a whole, i t is the case 
that hotel company in t e re s t has la te ly 
been centred on Glasgow's much heralded 
regeneration as an industrial city - the 
icing on the cake coming with i t s October 
designation as European City of Culture 
1990 - and on Edinburgh's t rad i t iona l 
grandeur and charm as well as i t s 
increasing importance as a major financial 
centre. In addition to the Norfolk 
Capital acquitions, Bri t ish Caledonian's 
internat ional hotels wing - Copthorne 
Hotels - has purchased the refurbished 
North Br i t i sh Hotel in Glasgow. Forum 
Hotels has plans for a £15 million 200-
room ho te l ad jacent to the S c o t t i s h 
Exhibition and Conference Centre. Forum 
is part of the Grand Metropolitan empire, 
and already operates the four-star George 
Hotel in Edinburgh. This project awaits 
Scottish Office approval on a £3 million 
loan arrangement courtesy of the Scottish 
Development Agency, to help finance the 
bu i ld ing c o s t s . Mount C h a r l o t t e 
Investments has also announced plans to 
build a new 265 bedroom hotel at the 
Greenside Place gapsite beside the St 
James' Centre in Edinburgh, while Stakis 
pic are progressing a new hotel s i t e in 
Dundee. Here, the HMS Discovery i s to 
form the b a s i s of a new Tour i s t and 
Heritage Experience Centre. 
Developer in t e res t in hotels outside the 
main population centres i s much less 
evident, though ten ta t ive plans exist at 
New Lanark - linked to the rehabilitation 
of Robert Owen's model vi l lage - and in 
Lochaber D i s t r i c t . The All Seasons 
Craobh Haven development South of Oban is 
also looking to expand via new hotel and 
ice rink faci l i t ies . 
Figures for the tour i s t year in Scotland 
in 1985 were down on those for 1984, and 
indicat ions are that in 1986 hotels have 
in general fared even worse than they did 
in 1985. Bed occupancy estimates for 
Scottish hotels record downturns of 6% and 
3% for the months of June and Ju ly , 
respectively. The Libyan raid and the 
subsequent reduction in v i s i t o r numbers 
from (par t icular ly) the USA are a major 
factor contributing to these drops. US 
v i s i t o r s are more l i k e l y to stay in 
Scotland than are overseas visitors to the 
UK as a whole - 12.5$ compared with 8.9% 
r e s p e c t i v e l y in 1985 - and, as the 
Perspec t ive a r t i c l e on Big Company 
Involvement in Scott ish Tourism s ta t e s , 
thei r absence wil l have been keenly f e l t 
in the larger 3-5 s tar uni ts . In t h i s 
connection the Scottish Tourist Board has 
recently "launched a major i n i t i a t i v e to 
dramaticlly increase the number of US 
v i s i t o r s to Scotland". I t i s called 
SCOTS (Specia l is t Counselor on Travel to 
Scotland) and involves "the formation of a 
select group" of North American travel 
agents who w i l l be encouraged to se l l 
Scottish holidays d i rec t to the American 
publ ic . I n i t i a l e f f o r t s a re being 
concentrated in five locations: Boston, 
Baltimore, Houston, San Fransisco and 
Minneapolis. The Scottish hotels sector 
w i l l be watching SCOTS with g r ea t 
interest. I t remains to be seen how much 
i t w i l l help in 1987 to offset the f a l l s 
off in custom experienced in 1985 and 
1986. 
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The Labour Market 
Employment 
Table 1 summarises the most recent data on 
employment (excluding the self-employed) 
in Scotland. Over the year to March 1986 
total employment was roughly constant, in 
contrast to the employment growth of some 
20 thousand in the preceding year . 
However, the composi t ion of t o t a l 
employment continued to shift in favour of 
p a r t - t i m e and away from f u l l - t i m e 
employment. Part-time female employment 
increased by about 12 thousand over the 
period March 1985 to March 1986, but ful l-
time female employment actually fel l by 9 
thousand, and male employment f e l l by 
approximately 3 thousand. Even if 'part-
time' i s generously taken to be 'half-
t ime' , fu l l - t ime equivalent employment 
fell by some 6,000 over the year. 
Male employment i s s t i l l 13% below i t s 
previous peak level of 1205 thousand in 
1979. Full- t ime female employment i s 
a c t u a l l y 15% below i t s 1979 l e v e l . 
However, part-time female employment grew 
by 23% over the same period. Furthermore, 
th i s trend sh i f t in favour of par t - t ime 
female employment is apparent throughout 
the 1970's, therefore, tha t i t i s not a 
new phenomenon. 
Some, but by no means a l l , of the shift to 
part-time female employment reflects the 
comparative growth of these sectors in 
which such employment has t r ad i t iona l ly 
been concentrated. Over the year to March 
1986 employment f e l l by approximately: 
7,000 in manufactur ing; 7,000 in 
construction and 4,000 in energy etc . 
i n d u s t r i e s . The main compensating 
increase in employment occurred in the 
service sector (13,000). Since 1979, of 
course, manufacturing and construction 
i n d u s t r i e s have r e g i s t e r e d dramat ic 
employment l o s s e s of 30% and 29% 
r e s p e c t i v e l y , whereas service sector 
employment rose by about 4.5%. 
Both supply and demand side factors are 
likely to have reinforced the effects of a 
changing i n d u s t r i a l s t r u c t u r e on the 
comparative importance of part-time female 
employment. On the supply side, female 
p a r t i c i p a t i o n has exh ib i ted a t rend 
increase in comparison to the trend in the 
male participation rate, a fact documented 
in the las t issue of the Commentary. The 
a t t r ac t ion of par t - t ime employment as 
compared to unemployment i s c l e a r , 
e s p e c i a l l y for females who a re not 
eligible for benefit. Furthermore, part-
time employment may be preferred to ful l-
time employment, given that married women 
account for the major changes in the 
par t ic ipa t ion r a t e , and that they are 
likely to bear the major burden of family 
r e s p o n s i b i l i t i e s . In p r a c t i c e these 
benefits appear to have outweighed the 
disadvantages of lower pay and promotion 
prospects for those who might otherwise 
have gained fu l l - t ime employment. Some 
survey evidence does indeed suggest that a 
not ins ignif icant proportion of women 
working full-time would prefer a job with 
fewer hours. 
On the demand side, part-time employment 
contracts frequently afford the employer 
greater flexibili ty in workforce responses 
to demand f luctuat ions than would be 
pos s ib l e with f u l l - t i m e employees. 
However, where w o r k e r s r e q u i r e 
considerable t ra ining and consequently 
involve firms in considerable 'investment 
costs', part-time employment would render 
recouping of fixed costs more d i f f i cu l t . 
In practice part- t ime employment growth 
does appear to have been concentrated 
among the lower skilled. 
Unemployment : stocks and flows 
Tables 2 and 3 provide data on Scott ish 
unemployment on unadjusted and seasonally 
adjusted bases. The unadjusted f igures, 
containing seasonal variations and revised 
counting methods, cannot easily give clear 
indicat ions of underlying trends; such 
trends are be t te r revealed by looking a t 
the seasonally adjusted figures. On this 
b a s i s , the t o t a l l eve l of S c o t t i s h 
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Note: Seasonally adjusted figures have been revised to take account of the change in the 
compilation of the unemployment statistics. 
Source: Department of Employment 
Table 3 Unemployment - unadjusted 
Unemployed including school leavers Excluding 
Male Female Total school leavers 
Number Rate Nuaber Rate Nuaber Rate Inflow Outflow 

































































































































**Unadjusted unemployment figures for March 1986 onward are not comparable with previously 
published figures. 
Source: Department of Employment 
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unemployment rose in September 1986 by 500 
to 345,600. This was the tenth successive 
month in which the unemployment t o t a l 
rose; the to t a l increase in the twelve 
months since September 1985 was 13,600. 
The figures do not lend any firm support 
to claims that Scottish unemployment has 
reached a peak. Although the change since 
the previous month has been smaller in 
each success ive month from July to 
September, these increases taken together, 
are not s ignif icant ly less than for the 
year as a whole to September. Moreover, 
the th ree month moving average of 
unemployment changes i s higher in the 
period July to September than in any of 
the previous ten months. 
Unemployment remains at a level which a l l 
p o l i t i c a l p a r t i e s c o n s i d e r t o be 
unacceptable. Table 4 provides a slightly 
longer term perspective of the numbers and 
rate of unemployment in Scotland over the 
period 1979 Q2 to 1986 Q3. Over th i s 
period the level of unemployment has risen 
by 116%. As has been noted in recent 
Coamentar ies , t h i s p o s i t i o n i s not 
confined to Scotland. 
Table 4 Scottish uneaployaent (excluding 




















































.* Figures from 1985 04 not comparable with 
earlier figures due to new coverage. 
Source: Employment Gazette 
Table 5 shows that despite the United 
Kingdom as a whole e x p e r i e n c i n g 
consistently lower levels of unemployment 
than Scotland, the percentage increase has 
been higher in the UK, a t 159%. 
Table 5 UK uneaployaent (excluding school 
leavers, seasonally adjusted) 
Nutters (000's) Rate 
1979 02 1,246.4 5.1 
1980Q2 1,416.6 5.8 
1981 02 2,362.2 9.8 
1982Q2 2,741.5 11.3 
1983 02 2,985.6 12.4 
1984 Q1 2,996.1 12.4 
02 3,023.3 12.5 
03 3,068.8 12.7 
04 3,099.0 12.8 
1985 01 3,138.6 13.0 
02 3,174.0 13.1 
03 3,124.0 13.0 
Q4« 3,122.1 11.3 
1986 Q1 3,170.9 11.5 
Q2 3,208.4 11.6 
03 3,213.1 11.7 
* Figures from 1985 04 not comparable with 
earlier figures due to new coverage. 
Sources: Department of Employment Press 
Notices, Employment Gazette and 
Economic Trends 
Table 6 which compares UK and Scottish 
unemployment, reinforces the observation 
drawn in the November 1985 Coamentary that 
t h e r e was a narrowing of r e l a t i v e 
posi t ions over the period 1979 to 1983, 
but with some widening of the gap since 
1983, par t icular ly in 1986. The labour 
market in Scotland i s not of course, 
i n d e p e n d e n t of t h o s e e l s e w h e r e ; 
cumulative net migration from Scotland to 
the res t of the UK over the period 1979-
1985 amounted to around 46,600 and the 
flow overseas was 61,800. Together th i s 
migration figure represents 31% of the 
current unemployment level. 
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Table 6 Comparison of Scottish and UK 
unemployment rates 
Scottishrate Scottish rate/ 


















































Source: Department of Employment 
The separa ted f i g u r e s for males and 
females show increases in unemployment in 
each month since May 1986 (on a seasonally 
a d j u s t e d b a s i s ) , a l t h o u g h f ema le 
unemployment remained constant in August 
and dipped slightly in September. Taking 
the year as a whole, one can see the 
continuing large proportionate difference 
between male and female work prospects, 
w i t h t he male unemployment r a t e 
consistent ly two-thirds larger than the 
female ra te . The causes of t h i s large 
d i f fe ren t i a l are complex, but cer ta inly 
include differences in the industrial and 
occupational employment pattern of males 
and f e m a l e s , and t h e r e s u l t i n g 
d i f f e r e n t i a l s in job o p p o r t u n i t i e s . 
Differences in activity rates and cyclical 
p a t t e r n s in these r a t e s may a l so be 
contributory influences. However, as 
discussed in the l a s t Commentary, these 
ac t iv i ty ra tes may also change due to 
changing employment opportunities. 
Unemployment i s a measure of a stock at a 
par t icu la r point in time. This stock i s 
undergoing dynamic change as individuals 
leave and enter unemployment. During the 
twelve months to Sep tember 1986, 
approximately 41,000 persons entered and 
40,000 l e f t the stock of unemployment on 
average each month. Thus monthly inflows 
and outflows each represent about 12$ of 
the t o t a l s tock . (The i n c l u s i o n of 
school leavers would make these flows 
somewhat larger.) 
However, as documented in previous 
Commentaries, the heterogeneity of the 
labour force is such that the probability 
of leaving the pool of unemployed during 
any given month varies considerably around 
the mean of 0.12. 
The labour market appears to have been 
unusual ly a c t i v e in September, wi th 
outflows being higher than a t any point 
over the previous year and inflows close 
to the annual peak reached in July. I t 
should be noted that these flows do not 
fully encompass dynamic changes in the 
labour market. In particular, individuals 
leaving employment without registering and 
claiming benefit (and vice versa) will not 
be included in this flows count. 
The recent disclosure in The Guardian (28 
October 1986) of the Government's 
intent ion to introduce "available for 
work" t e s t s between October 1986 and 
January 1987 has rekindled the controversy 
surrounding changes in the o f f i c i a l 
methods of counting unemployed persons. 
I t i s ant icipated tha t these t e s t s w i l l 
reduce recorded UK unemployment by 200,000 
within a year ( th i s being based upon the 
results of a pilot scheme in 12 areas.) 
Some i n s i g h t s i n t o the d i f f i c u l t i e s 
associated with the interpretation of data 
can be gained by looking at the process of 
unemployment data production and the uses 
made of these s t a t i s t i c s . Of f i c i a l 
unemployment s t a t i s t i s c s are provided by 
the Department of Employment from periodic 
counts of the number of i n d i v i d u a l s 
claiming benefits at particular points in 
time. A ser ies of recent revis ions have 
been made to the method of compiling the 
of f ic ia l s t a t i s t i c s ; the ra t iona le for 
these changes and the extent to which they 
have led to more or l e s s accura te 
representat ions of some ' t rue ' level of 
unemployment, have been considered in 
several recent issues of the Commentary 
(in par t icu la r May 1986). What seems 
clear is that no single s ta t i s t ic can hope 
to capture adequately an unambiguously 
' t rue ' f igure. 
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The provision of of f ic ia l unemployment 
data occurs within a set of influences and 
cons t ra in ts , which can be thought of as 
c r e a t i n g f i l t e r s through which the 
informat ion i s d i ssemina ted . One 
constraint i s the need to keep information 
costs as low as possible; the changes 
introduced in March 1986 were a t l e a s t 
pa r t i a l ly explained in terms of cost-
saving. At certain times governments will 
have particular concepts of unemployment, 
and the presentation of information may 
well be altered to reflect changes in the 
perception of unemployment at governmental 
level. 
Turning now t o t h e consumers of 
unemployment information, one may identify 
four broad categories of user. 
1. Government (at cent ra l , regional and 
local levels) requires unemployment 
information for i t s general economic 
management, to a s se s s budget and 
spending implications, and to monitor 
performance. Ideally the data should 
be capable of providing accura te 
pictures of the level of the stock of 
unemployment, of the flows into and 
out of tha t stock, and of trends in 
these stocks and flows. 
2. The public, one suspects, wi l l use 
unemployment s ta t i s t ics as a guide to 
the s t a t e of the economy and the 
degree of success of government in i t s 
task of managing the economy (although 
unemployment wi l l not be the only 
guide in these respects.) The greater 
prominence given to unemployment as 
opposed to employment data suggest 
that the former wi l l be heavily used 
as an indicator of the s ta te of the 
labour market, whereas i t may well be 
the case that employment and internal 
labour market data can provide a 
super ior represen ta t ion of labour 
marke t t r e n d s . Given t h a t 
unemployment data will be used in this 
way, consistency of method is probably 
more important than accuracy of the 
estimated level of unemployment. 
3. Members of the business community will 
also use unemployment s t a t i s t i c s as 
i n d i c a t o r s of the s t a t e of the 
economy, but require a more detailed, 
d i saggrega ted p i c t u r e upon which 
be t te r informed expec ta t ions and 
forecasts can be made. In a future-
oriented decision-making context, i t 
i s again the trends rather than the 
levels themselves that are l ike ly to 
be of greater importance. 
4. Economists need c o n s i s t e n t and 
comparable sources of data for 
analysis; much empirical work is made 
d i f f i cu l t by the variat ion that i s 
introduced into time series by changes 
in methods of data c o l l e c t i o n as 
opposed to changes in the underlying 
phenomena themselves. 
A conclusion suggested by t h i s brief 
survey i s t h a t cons is tency of the 
unemployment series over time is at least 
as important as the point accuracy of the 
estimated level of unemployment. Given 
the variability of defendable cr i ter ia of 
unemployment, changes in data counts on 
grounds of improved accuracy would need a 
very strong justification to outweigh the 
costs of reduced comparability. 
But perhaps of more significance i s the 
argument t h a t unemployment data by 
themselves are potentially misleading as 
an indicator of the s ta te of the labour 
market and of changes in tha t s t a t e . 
Individuals in the labour market are 
characterised by one of three s t a t e s : 
employment, unemployment and non-
par t ic ipa t ion . Transit ions are possible 
between each of the s ta tes , with six 
possible moves: 
Unemployment 
Employment —^ Non-participation 
The ava i lab i l i ty of regularly published 
information leads to public discussion 
l a rge ly focussing on the employment-
unemployment l i n k s . In a period of 
economic slowdown, one would expect 
changes to be f e l t i n i t i a l l y in in ternal 
labour markets (see February 1985 
Commentary). When the ability of internal 
labour markets to adjust to demand changes 
has become exhausted (or too cost ly) , 
adjustments in external labour markets 
will become more prevalent. Unemployment 
is not the only alternative to employment, 
as non-participation may also be the 
chosen (or enforced) outcome. The 
re l a t ive proportions of individuals in 
unemployed and non-participating s t a t e s 
cannot be assumed constant, as these 
proportions wi l l change over time in 
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response to changes in labour market 
conditions. I t seems clear, for example, 
that the "discouraged worker" phenomenon 
wi l l become more important in times of 
high unemployment, particularly when high 
l e v e l s a r e accompanied by r i s i n g 
proportions of long-term unemployment. 
The conclusion to be drawn is that, where 
possible, unemployment stocks and flows 
should not be considered in isolation, and 
that improved understanding of labour 
market processes w i l l be achieved by 
considering unemployment data jointly with 
stocks and flows of employment, non-
participation and migration. 
As far as economic research is concerned, 
unemployment s ta t i s t i cs are commonly used 
as a proxy variable for the degree of 
excess demand (supply) in the labour 
market. The considerations analysed here 
suggest that biased r e s u l t s would emerge 
from the use of such prox ies in the 
presence of s igni f icant sh i f t s in the 
r e l a t i v e proportions of unemployed and 
non-participants during the time periods 
being studied. 
Redundancies 
Redundancies are an inevitable feature of 
any mixed market economy, because changes 
in the composition of demand result in the 
presence of some 'declining' firms and 
industries. If they arise in a generally 
buoyant economy, and provided 'mis-match' 
of sk i l l s between declining and expanding 
enterpr ises i s not a major problem, then 
the existence of redundancies would not be 
a matter for concern. However, i t seems 
unlikely that the recent performance of 
the S c o t t i s h economy f u l f i l l s the 
conditions under which redundancies might 
be regarded as unproblematic. 
Recent Scottish and GB redundancy data are 
summarised in Table 7. Although not 
comprehensive in coverage (employers are 
only required to no t i fy redundancies 
involving ten or more workers), the data 
g ive some guide to r ecen t S c o t t i s h 
exper ience . Some 7,605 redundancies 
occurred in the second quarter of th i s 
year, an increase of 310 over the same 
quarter of 1985, and an increase of 2,108 
over the f i r s t quarter of 1985. Indeed 
S c o t t i s h as a p e r c e n t a g e of GB 
redundancies was around 14J in 1986 
quarter 2, the highest percentage recorded 
since the exceptional 1979 value. 
Table 7 Confirmed redundancies 
Scotland 
Scotland G.Britain as t of GB 
1978 23,768 172,563 13-8 
1979 33,014 186,784 17-7 
1980 57,178 493,704 11.6 
1981 59,039 532,030 11.1 
1982 48,944 400,416 12.2 
1983 41,538 326,638 12.7 
1984 30,164 237,343 12.7 
1985 Q1 6,970 52,660 13.2 
02 7,295 52,902 13.8 
Q3 4,825 53,139 9.1 
04 5,766 68,627 8.4 
1986 Q1 5,497 54,334 10.1 
Q2 7,605 54,406 14.0 
Source: Department of Employment Gazette 
Part of the increase in the second quarter 
of 1986 was o i l re la ted , and t h i s trend 
would be expected t o cont inue given 
present o i l price leve ls . Of course, the 
r ecen t f a l l in the o i l p r i c e should 
ultimately stimulate the non-oil sector in 
Scotland to provide a t l e a s t pa r t i a l 
compensation for the currently declining 
o i l sector, but such beneficial effects 
may take some time to mater ia l i se . The 
adverse impact on the oil sector i s likely 
to b i t e f a i r l y rapidly given current and 
near-future expected o i l price leve ls . 
Thus in the immediate future, a t l e a s t , 
the Scottish redundancy position would be 
expected to continue to deteriorate vis-a-
v is GB as a whole. 
INDUSTRIAL RELATIONS 
Unemployment and the fear of redundancy 
continue to dominate Scott ish indus t r i a l 
relations, and, according to the European 
Community p u b l i c a t i o n , UK Regional 
Development Programme 1986-1990, wi l l 
continue to be the dominant feature for 
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the fo re seeab le f u t u r e . The r e p o r t 
envisages, in the short term, further job 
losses in: mining; s t ee l ; shipbuilding; 
l i t t l e recovery in heavy engineering; and 
few prospects of reductions in the levels 
of unemployment in Strathclyde. In mining 
i t i s unlikely that the call for a further 
1,500 voluntary redundancies, closure of 
the Comrie P i t , and further cutbacks a t 
t h e K i l l o c h and Barony P i t s w i l l 
constitute the final round of cutbacks. A 
c o m b i n a t i o n of dec l in ing marke ts , 
increased competition from other fuels , 
and the possible extension of opencast 
mining are l ike ly to lead to further 
reductions in the scale of deep mining in 
Scotland. 
The EC's proposals for a new five year set 
of controls and subsidies for shipbuilding 
envisage a one-third cut in exist ing 
capacity within Europe. Between 40,000 
and 45,000 jobs are l ike ly to be l o s t by 
1990. Br i t i sh Shipbuilders had already 
gained acceptance of i t s proposals to 
close the Ailsa yard at Troon. However, 
the announcement of further reductions at 
Govan, the Ferguson yard at Port Glasgow, 
and the Kincaid engine works at Greenock, 
coupled with proposals for greater use of 
sub contractors led to the ending of 
negotiations over a possible two year wage 
agreement (negotiations which have since 
res tar ted because BS have guaranteed 
greater management discre t ion over sub-
contract labour). Contract or casual 
labour has been a growing feature of both 
shipbuilding and o f f - shore o i l work, 
const i tut ing up to a third of the labour 
force in some yards. The increasing use 
of contract labour has prompted a number 
of stoppages over fears of redundancies 
amongst shipyard workers. Nevertheless, 
as the recent announcement of redundancies 
a t UIE demonstrates, such workers often 
constitute a buffer against unemployment 
for core, or permanent employees. 
Likewise in the offshore oil industry the 
brunt of redundancies has tended to f a l l 
on those employed by sub-contracting firms 
supplying the indus t ry and in the 
exploration and drill ing sectors. 
Typically agency, contract, casual and sub 
contracting labour enjoy fewer l e g a l 
r igh t s and generally poorer terms and 
conditions of employment than permanent 
employees. The r igh t s of these and some 
300,000 other employees in Scotland wil l 
be affected by the Wages Act 1986 which, 
in s ignif icant ly reducing the powers of 
Wages Councils and modifying the Truck 
Acts, will exacerbate the growing problems 
of low pay. 
The Low Pay Unit 's study of low pay and 
inequality in Scotland indicated that 46X 
of those in work (more than 900,000 Scots) 
earned below £115 per week, and could be 
regarded as low paid. As Table 8 
i l l u s t r a t e s , Scotland i s well above the 
British average for low paid employees. 
Table 8 Average earnings* and low pay** by 






























































na = not available 
* includes overtime earnings (£per week) 
•* excludes overtime earnings (J of work-
force who are low paid) 
Source New Earnings Survey, quoted in 
Smail R, Breadline Scotland. Low 
Pay and Inequality North of the 
Border. The Low Pay Unit, 1986. 
The spread of flexible forms of employment 
cons t i tu tes but one element of a more 
general move by employers towards policies 
which enable a more efficient and flexible 
use of labour. For example, the 1985-86 
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negotiat ions at Babcock Power are the 
cu lmina t ion of more than 6 yea r s of 
negotiat ions and agreements with trade 
unions to introduce a wide range of multi 
skilling and inter union flexibili ty. The 
two year agreement provides stabi l i ty for 
both management and the labour force. 
Conversely, attempts to introduce more 
flexible manning arrangements in the fire 
service resulted in the commencement of a 
series of one hour strikes in Strathclyde 
as the proposals called for a reduction in 
manning levels by 126 jobs. 
Once again education was the indus t r ia l 
relations focal point in Scotland. Within 
higher education a number of universities 
produced p lans for re t renchment and 
cutbacks in staffing levels in response to 
reductions in the level of government 
funding. However, such plans and staffing 
p r o j e c t i o n s were overshadowed by the 
debate following the publication of the 
Main Report. 
In an effort to break the deadlock in the 
long running teachers ' dispute the then 
new Secre ta ry of S t a t e , Mr Malcolm 
Rifkind, e s t a b l i s h e d an independent 
Committee of Inquiry into the pay and 
s e r v i c e cond i t i ons of t e a c h e r s in 
Scotland. This brought to a hal t the 
wide-ranging indus t r i a l action that had 
become a feature for many schools over the 
preceding eighteen months. Both a t the 
time of establ ishing the Committee of 
Inquiry and subsequently, the Secretary of 
S t a t e r e p e a t e d l y s t r e s s e d t h e 
i n d i v i s i b i l i t y of advances in pay and 
changes to conditions of service. 
At t h e b e g i n n i n g of October t h e 
Committee's report was published. Sir 
Peter Main, the chairman of the Committee, 
in forwarding the report to the Secretary 
of State, said:-
" in our v iew, our p r i n c i p a l 
recommendations on pay, conditions of 
service and the future machinery for 
settl ing pay and conditions have to be 
seen as an ind iv i s ib le package and 
judged as a c o m p l e t e s e t of 
proposals." 
The sense of indivisibility was amplified 
in the summary and recommendations to the 
report: 
"In our view, c e r t a i n of these 
recommendations were i n e x t r i c a b l y 
related and they should be judged as 
an i n d i v i s i b l e package. For the 
avoidance of doubt, we have asterisked 
those recommendations which we 
consider central to the aims of our 
inquiry." (para 8) 
The Secretary of S ta te , in an address to 
the House of Commons, stated "that , in 
gene ra l , the Government accep ts the 
asterisked recommendations as a package". 
However, he chose, or was forced by 
Cabinet p r e s s u r e , t o r e - i n t e r p r e t 
i n d i v i s i b i l i t y in two ways. F i r s t , the 
recommendations on advances in pay were 
reduced by phasing the increase over 
twelve months r a t h e r than giving an 
immediate award, as had been recommended 
by the Main Report. Secondly, as Mr 
Rifkind s tated to the House of Commons 
"There i s one asterisked recommendation on 
which I w i l l for the time being reserve 
t h e Government ' s p o s i t i o n - t h e 
recommendation that an independent review 
body be established to s e t t l e pay and 
conditions of school teachers". 
Why Mr Rifkind did not wait un t i l the 
membership of the EIS has responded to the 
Main Report i s unclear. He would have 
been in a much stronger position to impose 
the des i red changes i f the EIS had 
rejected the report . Equally i f the EIS 
had accepted the report the government 
would s t i l l have had an opportunity, as 
the Glasgow Herald noted (31.10.86), "to 
put teachers on the spot and s t ra igh-jacket them into submission on conditions 
in what had been acknowledged by unions 
and management as an indivisible package". 
I t i s probable that Mr Rifkind was forced 
into th i s unenviable position by Kenneth 
Baker, the Education Secretary, and thus 
subordinate the i n t e r e s t s of Scott ish 
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education to the wider governmental needs 
to resolve the teachers' dispute south of 
the border. 
Also i t i s unclear why the Secretary of 
S t a t e did not consider whether the 
recommendations in the Main Report were 
free of mistakes and er rors , p rac t ica l , 
represented good indus t r ia l re la t ions 
practices, and would advance and improve 
primary and secondary education. There 
are questions as to the efficacy of the 
recommendations in a l l these areas. A 
more considered and less hasty reaction to 
the report might have led to a discussion 
of such weaknesses and thus contributed 
significantly to avoiding future problems 
and disputes in the profession. 
Detailed analysis of the recommendations 
i n d i c a t e s t h a t groups of pr imary, 
secondary and promoted s ta f fs w i l l have 
increases well below 10%, some as low as 
3.5?. Sir Peter Main suggested that no 
teacher would receive less than 10%. Yet 
some 3,500 w i l l receive far l e s s for 
significant adverse changes to their terms 
and conditions. Secondly, attempts to 
simplify promoted pay s t ructures have 
created a number of anomalies which should 
be resolved. 
I t i s a self-evident truth that 'good' 
teachers should be rewarded. The Main 
report considers t h i s in two chapters 
'Staff Development' (Chapter 6) and 'The 
Senior Teacher' (Chapter 10). The report 
identified a number of potential pi t fal ls 
in defining and assessing performance on a 
comparable basis, noting "the profession 
i s not ready for a system of merit pay" 
(paragraph 10.7). However, performance 
elements were seen as relevant for head 
teachers and for all teachers in the area 
of s taff development. Since the report 
saw staff development as an essent ia l 
element in promotion, and promotion the 
means to senior teacher status, indirectly 
the report i s advocating the introduction 
of a subjective and contentious method of 
assessing staff in schools. 
There i s much to suggest t h a t the 
Government i s abandoning i t s commitment to 
t r a d i t i o n a l i n d u s t r i a l r e l a t i o n s 
pract ices . A preparedness to abandon 
col lect ive bargaining and to impose new 
terms and c o n d i t i o n s , poss ib ly by 
l eg i s l a t i ve means, i s indicat ive of" the 
importance of po l i t i c a l 'c lout ' rather 
than any recognition of educational and 
industrial relations arguments. Agreement 
by d ic ta t i s l ikely to end indus t r ia l 
action in the form adopted by teachers in 
recent years. The changes to terms and 
conditions proposed for teachers both 
north and south of the border will prevent 
a repe t i t ion of such action, and thus 
br ing to an end compla in ts from the 
public. However, the costs could well be 
a further massive erosion of morale in 
education and a worsening of standards of 
education. Teachers can be prevented from 
taking col lec t ive industr ia l action, but 
they cannot be forced to teach creatively 
and imaginatively, or to undertake al l the 
other work in developing young people so 
valued by society. 
The problems facing society today require 
a motivated and committed teaching 
profession, i t requires that teachers do 
not see the i r work soley in financial 
terms. Unfortunately, i t would seem that 
government action, arising from political 
expediency and s tressing the values of 
managerialism and consumerism, is designed 
precisely to make teachers respond to work 
in these terms and thus to the l ikely 
detriment of educational standards. 
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Regional Review 
REGIONAL LABOUR MARKETS 
As usual, several caveats must precede any 
discussion of the trends in regional 
labour markets. Due to changes in the 
compilation of unemployment s t a t i s t i c s 
earlier this year three data series are no 
longer d i rec t ly comparable with the i r 
predecessors. F i r s t , from February the 
unadjusted regional figures - eg those 
for Scot land as a whole - have been 
calculated on a new basis. Thus figures 
for January 1986 and earlier are no longer 
consistent with those published since 
February. Secondly, local figures - eg 
for t r a v e l - t o - w o r k a r ea s (TTWA) and 
regional authority areas - from March 1986 
are not comparable with those for February 
and before. Final ly , in addition to the 
above two changes in calculat ing the 
number of people unemployed, the method of 
calculat ing the unemployment rate was 
a l tered in July 1986. Previously the 
unemployment rate expressed the number of 
unemployed claimants as a percentage of 
the civilian labour force - employees and 
the unemployed. However, the definition 
of the labour force has, since July, 
included HM Forces and est imates of the 
self-employed. 
There i s a further complication in that 
the change in the method of calculat ing 
the unemployment rate applies only at the 
r eg iona l ( S c o t t i s h ) l e v e l and above. 
This i s because the new definition of the 
labour force does not apply to local i t ies , 
since i t i s not yet possible to est imate 
the numbers of self-employed or HM Forces 
for-small areas. 
The increase in the denominator used to 
ca lcula te the unemployment r a t e , along 
with the two changes in reporting the 
numbers unemployed, have "reduced" the 
unemployment figures reported each month. 
More extensive discussion of these changes 
can be found in the May edit ion of the 
Commentary and the March/April and October 
Employment Gazette. 
The seasonally adjusted unemployment rate 
for Scotland, excluding school-leavers, 
increased in October to 13.8%, the tenth 
succes s ive monthly i n c r e a s e . The 
seasonally adjusted number of unemployed, 
excluding school-leavers rose by 1,300 
during the month to stand a t 346,300, 
12,300 more than in October 1985. Table 
1 p r e sen t s the unadjusted f i g u r e , 
including school-leavers and this shows a 
to t a l of 359,236 people unemployed in 
Scotland, an increase of 248 since the 
July Commentary. The raw count of 
unemployment has risen in seven of the 12 
Scott ish Regional and Island Authority 
areas in the three months since July. 
However, the fa l ls in the other areas have 
almost been suff ic ient to offset these 
r i s e s , and the unadjusted unemployment 
rate remains fairly steady at 15.6%. 
Table 1 Uneaploynent by region 
Total Change since % rate 





















































Scotland 359,236 248 15.6 
Source: Department of Employment 
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As in the previous two quarters, the most 
significant changes have occurred in those 
regions most heavily dependent on o i l : 
Grampian and Highland. For the f i r s t 
time in the post-war era the Grampian 
Region unemployment rate has breached the 
10% mark. In March of this year the rate 
was l e s s than 8.59 but since then there 
has been a net addition of some 3,787 
people to the Region's dole queue as 
f i r s t , the direct effects of the oil price 
collapse and then further indirect effects 
appeared on the local labour market. I t 
would not be unreasonable to expect 
further increases in unemployment in this 
region . The d e t e r i o r a t i o n in the 
Grampian posit ion also means that the 
region no longer lays claim to the lowest 
unemployment r a t e on the mainland. 
Instead, that mantle passes to Borders 
Region where the unemployment ra te has 
increased only s l igh t ly since the l a s t 
Cc—rntiiry. 
With decreases in i t s unemployment level 
in each of the two previous quar ters , 
Highland Region had appeared to be a t 
l e a s t temporarily immune from the o i l 
price shock. However, since July there 
has been an increase in unemployment of 
958, adding more than one percentage point 
to the unemployment r a t e . The la rges t 
r i s e in unemployment has occurred in the 
Western Isles where more than two points 
have been added to the unemployment ra te 
since July. Tne area now has the highest 
unemployment r a t e in Scotland a t 23.3%. 
Although the number of people unemployed 
f e l l s l igh t ly again in Strathclyde i t 
remains by far the mainland region with 
the highest unemployment rate. 
There was a notable difference between the 
sexes in movements of unemployment between 
July and October (Table 2). The female 
unemployment r a t e f e l l in seven of the 
mainland regions and rose in only one, 
Highland, thus reversing the trend noted 
in the previous Coaaentary. The largest 
fal ls occurred in Tayside, Strathclyde and 
Fife with reductions of one half of a 
point or more. Overall, the female 
unemployment r a t e has declined by 0.3 
percentage po in t s s ince Ju ly . In 
contrast, male unemployment has edged up 
by 0.2 points over the same period with 
the most d ramat ic r i s e being in the 
Western I s l es where an increase of 3.8 
points brings the rate to 31-2%. 
Table 2 Unemployment rates by sex and by 
region 
Change since 
% rate Oct 1986 July 1986 

































































Scotland 19.1 11.1 0.2 -0.3 
Source: Department of Employment 
Tables 3 and 4 are designed to i l lus t ra te 
that not only are there differences in 
unemployment r a t e s between S c o t t i s h 
r e g i o n s bu t t h a t t h e r e i s a l s o 
considerable var ia t ion within regions. 
Using the simple device of identifying how 
many TTWA within a region exceed the 
Scottish unemployment rate i t is possible 
to designate "high" and "low" unemployment 
r eg ions . This approach i d e n t i f i e s 
Borders , Dumfries and Galloway and, 
despite recent problems, Grampian as low 
unemployment regions, each having only two 
or l e s s TTWA with unemployment ra tes 
greater than the Scott ish figure. In 
Strathclyde and Highland, however, a large 
majority of the TTWA have unemployment 
ra tes in excess of the Scottish figure, 
i n d i c a t i n g l a rge concen t r a t i ons of 
unemployment in these regions. 
Along with Table 4, the final column of 
Table 3 i l lustrates the substantial intra-
regional variations in unemployment rates 
5
Table 3 TTWA in region with unemployment 
rates above the Scottish and 
regional averages 



























































































































which a r i se within Scotland. As in 
previous Commentaries Grampian i s the 
region w i t h i n which unemployment 
experience i s most polarised. Of the 
nine TTWA in the region, eight exceed the 
regional unemployment rate, and the rate 
in the Forres TTWA i s 3.15 times greater 
than in Aberdeen. However, with the rise 
in unemployment in the region th i s year 
this rat io has declined steadily from 3.6 
in April . Since July, the Forres TTWA 
has regained from Cumnock and Sanquhar the 
dubious p r i v i l e g e of being mainland 
Scotland's highest unemployment area a t 
26.5?. 
In Strathclyde, Ayr replaces Oban as the 
TTWA with the lowest unemployment rate and 
in Highland Region, the Sutherland TTWA is 
now the h ighes t unemployment a r e a , 
replacing Invergordon and Dingwall. 
Tables 5 and 6 draw at tent ion to the fact 
that the labour market i s in continual 
movement with people entering and leaving 
employment, unemployment and the labour 
marke t i t s e l f . Thus, d e s p i t e 
consistently r i s ing unemployment, i t i s 
not simply the case that some people are 
becoming unemployed and no-one is finding 
jobs. In the month to mid-October, some 
93i000 people either became unemployed or 
lef t the register, although the change in 
seasonally adjusted unemployment was less 
than 2% of this figure. 
Source: Department of Employment 
Table 5 gives the probabilities of leaving 
the r e g i s t e r between September and 
October. I t must be emphasised that this 
i s not the probability of someone who was 
unemployed a t the s t a r t of the period 
finding a job during that time. People 
who leave the register may, in fact, leave 
the labour force altogether and those who 
enter employment may not previously have 
been registered as unemployed. Bearing 
th i s in mind, the probabili ty of leaving 
the register in Scotland between September 
and October was 12.3%, with the figure for 
women at 15.31 being noticeably higher 
than the male figure of 10.8%. 
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Table 5 P r o b a b i l i t y o f l e a v i n g 
uneaployaent between September 
and October 1986, by region (t) 
probabi l i t i es of leaving the r eg i s t e r , 
while Strathclyde again had the lowest 
probability. 



















































Source: Department of Employment 
Table 6 presents the probabi l i t ies of 
becoming unemployed during the period. 
The figures express as a percentage, the 
proportion of the labour force which came 
on to the reg i s te r between September and 
October. The probabil i ty of becoming 
unemployed in Scotland was 1.94%, with men 
being more l i k e l y (2.21%) than women 
(1.5%) to come on to the reg i s te r . As 
noted above, Highland Region experienced a 
marked r i s e in unemployment and t h i s , in 
l a r g e p a r t , was due t o t h e high 
probability of becoming unemployed, 2.56%. 
In contrast , the "low unemployment1 area 
of Borders Region returned the lowest 
p r o b a b i l i t y of becoming unemployed. 
Thus, Borders' res idents had both the 
h ighes t p r o b a b i l i t y of leav ing the 
reg is te r and the lowest probabili ty of joining i t . 
Table 6 Probabi l i ty of j o i n i n g the 
uneaployaent register froa the 
labour force between September 
and October 1986, by region (%) 
RBGIOHAL TRENDS 
Scotland 















































2.21 1.54 1.98 5 
Source: Department of Employment 
Among the regions, the "low unemployment" 
areas of Dumfries and Galloway, Grampian 
and Borders had e a s i l y the h ighes t 
The Regional Labour Markets section noted 
that Borders Region now has the lowest 
unemployment ra te in mainland Scotland, 
whi le Grampian i s now exper iencing 
s ignif icant increases. This section 
examines in greater de ta i l some recent 
developments in the two regions. 
In recent months Border Region industries 
have faced varying fortunes. For several 
months short-time working and redundancies 
were commonplace in the t e x t i l e s sector 
and two major redundancies have occurred. 
Lyle and Scott announced the closure of 
their Jedburgh factory with the loss of 50 jobs in the town. However, a l te rna t ive 
employment i s available for 47 of the 
worke r s bu t t h e r e w i l l be t h r e e 
redundancies resul t ing from the closure 
and a further 12 at the company's other 
plants . Laidlaw and Fairgrieve have 
sought 53 redundancies in the i r spinning 
plants at Selkirk and Walkerburn. In 
addition the company introduced short-time 
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working, but signs of recovery are already 
evident. 
Borders Regional Council reports tha t 
several of the locally-based e lec t ronics 
f i rms have been recru i t ing employees 
throughout the year. However, Sprague 
has made 49 workers redundant in 
Galashiels. Ear l ier Sprague's product 
quality and r e l i a b i l i t y was recognised 
when the West German company MPI admitted 
the firm to i t s "100 percent Club". This 
means that Spragues components are so 
highly r e l i a b l e t ha t normal incoming 
inspection and control are completely 
bypassed. P ro f i t ab i l i t y appears to be 
down slightly among the electronics firms. 
Bepi of Galashiels reports a small loss in 
the f i r s t half of 1986 following a profit 
of £0.5m in the same period l a s t year and 
Keltek of Kelso also expects a s l igh t 
downturn in profits. However, Bepi will 
cont inue wi th i t s t h ree year , £6m 
expansion programme but completion of the 
new plat ing operating wi l l be postponed 
until there are improvements in the level 
of printed circuit board demand. 
In Galashiels, 35 jobs wi l l be los t with 
the closure of British Telecom's exchange. 
There will be two jobs saved for existing 
s taff and the remainder wi l l be offered 
e i t h e r r e l o c a t i o n to Edinburgh or 
redundancy. Also in Galashiels , the 
closure of Robertsons (Bakers) Ltd has 
resulted in the loss of 43 jobs. 
Despite having the highest unemployment 
ra te of any TTWA in the region, there are 
some 50 to 60 vacancies in Berwickshire 
for fish processing workers which firms 
are exper ienc ing g r e a t d i f f icul ty in 
f i l l i n g . As a r e su l t , ACAS, MSC and the 
Regional Council have combined to seek a 
solution. 
As in the las t Commentary, developments in 
Grampian Reg ion me r i t a t t e n t i o n . 
Unemployment has risen rapidly due to the 
multiplier effects of the collapse in oil 
pr ices . And, according to the October 
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Scottish Business Survey the immediate 
fu tu re w i l l see a worsening of the 
s i tua t ion . All sectors report declines 
in employment in the three months to 
Setember and the trend was expected to 
continue in the next three months. Not 
only have there been considerable job 
losses , but recruitment seems to have 
v i r t u a l l y ha l t ed for the moment in 
construction, wholesaling and retailing. 
The d i rec t effects of the o i l price f a l l , 
have produced the expected redundancies at 
McDermott's yard at Ardesier, in spite of 
the Conoco contract for platform jackets. 
Although the yard i s l oca ted wi th in 
Highland Region, at least one third of i t s 
workers are Grampian r e s i d e n t s . In 
September B r i t o i l announced 150 
redundancies in Aberdeen. The company i s 
p a r t i c u l a r l y v u l n e r a b l e to p r i c e 
f luctuat ions since i t i s almost wholly 
dependent on exploration and production, 
having no compensating downstream 
activties. 
The t e x t i l e s sector i s also experiencing 
problems. Glen Gordon Knitwear of 
Berryden, Aberdeen, has announced the loss 
of 47 jobs and wi l l cease production of 
h a t s and s ca rves , r e t u r n i n g to the 
production of gloves only. Crombie of 
Aberdeen, the woollen manufacturer, has 
responded to the depressed market by 
introducing short-time working. 
Alongside the depressing effects of the 
o i l price have been a number of posi t ive 
developments. Hall Russell has won a £6m 
contract from P & 0 Ferr ies for a ferry 
conversion which will guarantee work into 
next year. In recent months the yard has 
"loaned" 40 workers to Govan Shipbuilders 
in Glasgow. Three new r e t a i l ou t le t s 
have been opened in the Aberdeen area by 
Texas Homecare, Asda and Fine Fare 
generating 600 d i rec t jobs most of which 
are part-time. The re-furbishment of the 
Asda Store at Dyce has led to the creation 
of 70 new jobs, 60 of them part-time. As 
in Berwickshire, the f i sh process ing 
sector reports high leve ls of d i f f i c u l t -
to- f i l l vacancies. Clipper Seafoods has 
60 vacancies, including 30 in Aberdeen and 
10 in Fraserburgh. Although the firm is 
prepared to t r a in r ec ru i t s , i t believes 
tha t the industry 's poor image deters 
potential employees. 
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